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JANUARY 1968
Tax responsibilities exposure draft issued
"Use of Estimates,” an exposure draft prepared by the subcommittee on 
responsibilities in tax practice, has been authorized for distribution by the 
committee on federal taxation. This latest proposal in the AICPA series on tax 
practice responsibilities is available to members on request.
The proposed statement considers the CPA’s responsibility in connection 
with the use of estimates in the preparation of a federal tax return which he 
signs as preparer.
The statement provides that:
"A certified public accountant may prepare tax returns involving the use of 
estimates if either such use is generally acceptable or, under the circumstances, 
it is impracticable to obtain adequate actual data.
"When estimates are used, they should be presented in such a manner as to 
avoid the implication of greater accuracy than exists.
"The CPA should satisfy himself that estimated amounts are reasonable 
under the circumstances.”
In the statement, consideration is also given to:
• The fact that generally accepted and expected accounting judgments are 
not considered estimates within the meaning of this statement.
• The practicality and acceptability of using estimates in instances involv­
ing minor expenditures, where accuracy of recording is difficult to achieve.
• The necessity of using estimates in cases where records are missing or are 
not yet available at the time of filing.
• The manner in which estimates are to be presented so as not to be mis­
leading and the circumstances which might require disclosure.
Any comments should be submitted to the committee prior to March 29, 
1968.
The responsibilities subcommittee is continuing its consideration of the ex­
posure draft dated May 22, 1967, of the proposed statement regarding 
"Knowledge of Error,” together with comments received on it.
State Society Planning Conference stresses recruiting, public relations
State Society presidents and executive secretaries met with Institute staff 
members last month in St. Louis for a two-day co-ordination conference 
which focused on recruiting for the profession and public relations in action.
Robert W. Ruggles, chairman of the AICPA state society relations com­
mittee and general chairman of the conference, told some 76 registrants from 
44 states in his keynote remarks that the purposes ( Continued on page 6)
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MARVIN L . STONE
Some cause brings out the Crusader in every 
man. The cartoon below aptly portrays my frame 
of mind as I write this column, for I have just 
read another State Society fee survey. The survey 
reveals that some CPAs charge less for their own 
time than many firms charge for the time of in­
experienced juniors. The spread in billing rates 
for each category of personnel reflects a much 
greater divergence than could possibly be justi­
fied by difference in talent or type of clientele.
This survey reminds me again of the incredible 
gap between the CPA’s knowledge of economics, 
reflected in sound advice given to clients, and the 
application of that knowledge to the manage­
ment of his own practice. Fees so low that they 
cannot possibly provide all the essential elements 
of a professional service are often the most obvi­
ous symptom of this "incredibility gap.”
An inadequate fee structure starts a vicious 
cycle which almost always results in damage to 
the client. Inadequate fees beget inadequate sal­
aries which, in turn, spawn a staff inadequate in 
quantity and quality. A CPA hampered in this 
manner is under constant pressure just to com­
plete each client’s "bare-bones” work on time. 
Such a harried atmosphere does not permit the 
quiet contemplation from which spring many of 
the best ideas for clients.
The client served by a CPA on such a treadmill 
is doubly injured. First, because the client is 
getting subprofessional work and second, because 
he does not seek other counsel on accounting 
and tax matters, lulled by the false assumption 
that his CPA is keeping him fully advised. Nat­
urally, a fee increase will not in itself break the 
cycle. Increased income merely provides the 
wherewithal to permit an investment in pro­
fessional development of oneself and one’s staff 
and to compete in today’s extremely competitive 
personnel market. Before competing, however, 
the CPA must purge his mind of the notion that 
all he can afford to pay is $400 or $500 a month. 
He must pay the going rate or he won’t hire a 
soul. New juniors now get $600 or more in most 
parts of the country.
If each person’s billing rate is a multiple— 
an adequate multiple—of his salary, then the 
notion of what the CPA can "afford” to pay is 
of no validity. The grocer doesn’t stop buying 
bread because he can’t "afford” to pay the current 
price. Like every other purveyor of goods and 
services, he pays the going price and adds a mark­
up sufficient to defray costs and return a profit.
Hiring people in the current market at current 
prices initiates a rippling effect which penetrates 
a firm’s entire salary structure. With salaries of 
starting juniors rising each year, this year’s new 
junior might well be receiving as much as a one- 
year-man— even though that man has received 
normal pay increases. Thus, the pay of all staff 
members must be adjusted upward to keep sal­
aries in line with relative worth. While this dis­
quieting ripple can cause temporary dislocations, 
particularly in a firm with fixed fee arrangements, 
it can and must be coped with if the firm is to 
survive. The CPA is merely a middleman, buying 
services and re-selling them to his clients. Adop­
tion of this philosophy is not fostered by fond 
recollections of the "good old days” when every­
thing was stable and juniors received $.25 per 
hour, if they were lucky. Our profession still has 
not wholly overcome ( Continued on page 3)
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Accreditation and other matters
The planning committee has dropped the idea 
of accreditation of CPA firms as auditors, as ten­
tatively suggested in my column in the June CPA.
The purpose of exposing this idea was to get 
membership reaction. We got it. As the letters 
subsequently published clearly showed, the re­
action was preponderantly negative.
It had been thought that the accreditation idea 
might be a means through which smaller firms 
could demonstrate to banks and others who didn’t 
know them that such firms were just as good 
auditors as larger and better-known firms. The 
larger firms had no particular interest in the 
matter. But since most smaller firms don’t like 
the idea, so much for that.
In response to the column, however, many 
thoughtful letters were received suggesting alter­
native ways in which the Institute might help 
smaller firms. These suggestions are now being 
studied by the Institute planning committee.
Other letters indicated a feeling that the Insti­
tute was deliberately trying to make life harder 
for the small firm. Since the vast majority of the 
practicing members are in small firms, and the 
organization is largely dependent on their sup­
port, this is hardly a reasonable assumption for 
anyone to make.
However, it’s easy to understand that many 
members may feel remote from the Institute, 
may not be fully aware of how it is run or what 
it is trying to do, and therefore may jump to
erroneous conclusions about the reasons for some 
of its actions.
The rapid growth in membership— from about 
12,000 twenty years ago to more than 60,000 
today—has greatly increased the difficulty of 
communications. The printed word has limita­
tions, and face-to-face discussion with a substan­
tial proportion of the membership is virtually 
impossible.
The difficulty may be compounded by the fact 
that everyone associated with the Institute is so 
busy doing things that he hasn’t time to explain 
what he is doing, or why.
But any member who has a complaint, a ques­
tion, or a suggestion does have a place to go— 
to one of more of the Council members in his 
state.
The Council is the governing body of the Insti­
tute. It has ultimate authority over the executive 
committee, all other committees and the staff. It 
is representative of the membership in all the 
states. It meets twice a year, hears full reports, 
acts on budgets, and votes on policy proposals.
As many citizens don’t know who their Con­
gressman is, many Institute members may not 
know who their Council members are. A geo­
graphical list, by states and cities, appears imme­
diately following this column.
Don’t hesitate to write, phone or visit any 
Council member in your state or city if you have 
any ideas as to how the Institute could be more 
helpful to you. He will see to it that your message 
gets prompt consideration.
Members of Council
Alabama
Winston Brooke, Anniston 
James E. Money, Tuscaloosa 
Henry A. Vaughan, Selma
Alaska
R. William Lovern, Anchorage 
Clyde M. Sherwood, Anchorage
Arizona
Donald A. Brunell, Phoenix 
Percey W . Pogson, Phoenix 
J. Ralph Schmich, Phoenix
Arkansas
Julian B. Priddy, Little Rock
Kenneth W . Theis, Pine Bluff
California
George E. Benson, San Francisco 
Harold M. Berlfein, Beverly Hills 
Brenton B. Bradford, Fresno 
Donald T. Burns, Los Angeles 
Gerald R. Case, Pomona 
Maurice J. Dahlem, Los Angeles 
Jack J. Dreiman, Oakland 
Le Verne W . Garcia, Oakland 
Hilliard R. Giffen, Fresno 
Thomas J. Graves, San Francisco 
Clifford V. Heimbucher, San Francisco 
J. Wesley Huss, San Francisco
Charles R. Lees, Los Angeles 
Norman Loyall McLaren, San Francisco 
L. H. Penney, San Francisco 
Merrell W . Skeels, Sacramento 
Kenneth L. Thompson, Oakland 
Lorin A. Torrey, San Francisco 
Lawrence L. Vance, Berkeley 
Robert S. W arner, Los Angeles 
Kenneth S. Wood, San Jose
Colorado
Ralph R. Bartsch, Denver
Jack D. Kingsolver, Colorado Springs
Earl R. Moore, Denver
Marvin L. Stone, Denver
4Connecticut
Douglas C. Heaven, Waterbury 
Leonard B. Johnson, New Haven 
Gordon W . Tasker, Hartford
Delaware
Frank A. Gunnip, Wilmington 
James P. O’Kane, Jr., Wilmington
District of Columbia
Harold J . Bobys, Washington 
Harry M. Linowes, Washington 
Percival F. Brundage, Washington
Florida
Barney Bernstein, Miami
Harry W . Bower, Orlando
Alvin R. Jennings, Miami
James W . Kindelan, Miami
Jack W . Lucas, Jacksonville
George E. Tornwall, Jr., St. Petersburg
Georgia
Albert J. Bows, Jr., Atlanta 
Claude M. Hamrick, Jr., Atlanta 
Waldo Sowell, Atlanta
A. Martin Sterling, Atlanta
Hawaii
Howard K. Hiroki, Honolulu 
Gilbert Hayashi, Honolulu
Idaho
Newel A. Nelson, Burley 
John H. Peterson, Twin Falls
Illinois
Robert W . Baltz, Chicago 
Horace G. Barden, Chicago 
George R. Catlett, Chicago 
John P. Goedert, Chicago 
Glenn Ingram, Sr., Chicago 
Robert S. McClure, Chicago 
Robert K. Mautz, Urbana 
Charles R. Miller, Chicago 
W alter J. Oliphant, Chicago 
Halbert A. Schussele, Springfield 
Joseph E. Tansill, Chicago 
Robert M. Trueblood, Chicago 
Edward B. W ilcox, Winnetka
Indiana
Quentin H. Covert, Indianapolis 
Robert E. Dick, Linton 
George E. Greene, Linton
Iowa
George H. Hansen, Davenport 
Jerry J. Perpich, Des Moines 
E. F. Volberding, Des Moines
Kansas
Harry Faris, Hutchinson 
Don F. Gresser, Topeka
J. T. Koelling, Wichita 
David H. Tripp, Wichita
Kentucky
Gordon Ford, Louisville 
Joseph P. Jones, Jr., Louisville 
Frank G. Overton, Louisville 
W . Kenneth Simpson, Louisville
Louisiana
Sidney A. Champagne, Baton Rouge 
David C. Hearne, Lafayette 
Abner E. Hughes, New Orleans 
Louis H. Pilie, New Orleans
Maine
Arthur W . Cobb, Jr., Portland 
W illiam H. Donahue, Jr., Bangor
Maryland
Harold C. Chinlund, Baltimore 
C. H. Hoffman, Baltimore 
S. Howard Phipps, Jr., Baltimore 
Warren K. Reed, Baltimore
Massachusetts
Robert Boyer, Boston 
Lewis M. Foster, Boston 
Morris Goodman, Boston 
Howard E. Hansen, Boston 
Herman Stuetzer, Jr., Boston
Michigan
Everett M. Hawley, Jr., Detroit 
Paul F. Icerman, Ann Arbor 
Ralph J. Kliber, Detroit 
Herbert E. Miller, East Lansing
B. Kenneth Sanden, Detroit 
William R. Shaw, Detroit 
Willard E. Slater, Detroit
Minnesota
John J. O’Connell, Jr., St. Paul 
Leonard A. Rapoport, St. Paul 
E. Palmer Tang, Minneapolis
Mississippi
Edward A. DeMiller, Jr., Jackson 
Alvin W ord, Jr., Jackson
Missouri
John D. Crouch, Kansas City 
Roy G. Mosher, St. Louis 
Leonard E. Richardson, Springfield 
Roy A. Wilhelmsen, Kansas City
Montana
George D. Anderson, Helena 
Anthony Gerharz, Jr., Billings 
Jack J. Kempner, Missoula
Nebraska
Sheldon A. Bernstein, Omaha 
Robert E. Henderson, Lincoln
Nevada
W . Wayne Bunker, Las Vegas 
C. William Geyer, Reno
New Hampshire
David A. Sheldon, Manchester 
Dudley C. Tetro, Manchester
New Jersey
Ralph T. Bartlett, Newark 
Edwin T. Boyle, Hackensack 
Arthur L. Breakstone, Elizabeth 
John M. Delaney, Paterson 
Nathan Honig, East Orange 
John W . McCormack, Rahway 
Joseph L. Roth, Morristown
New Mexico
George B. Scott, Farmington 
Wilbur S. Squire, Albuquerque
New York
Kenneth S. Axelson, New York  
Kermit J. Berylson, New York  
Matthew F. Blake, New York 
Samuel J. Broad, Scarsdale 
Joseph L. Brock, Buffalo 
Warren B. Cutting, Buffalo 
Arthur J. Dixon, New York  
Samuel J. Duboff, New York  
Thomas D. Flynn, New York  
Arthur B. Foye, New York  
W alter E. Hanson, New York  
Richard S. Helstein, New York  
Thomas B. Hogan, New York  
Frederick H. Kelley, Jr., New York 
Ralph E. Kent, New York  
Louis M. Kessler, New York  
Edward L. Lawson, New York  
John E. Lennox, Staten Island 
Ralph F. Lewis, New York  
David F. Linowes, New York 
Eli Mason, New York  
Arthur Michaels, New York  
James J. Needham, New York 
John W . Queenan, New York 
Murray L. Rachlin, New York  
J . S. Seidman, New York 
William D. Sprague, New York  
Maurice H. Stans, New York  
W alter R. Staub, New York 
J. Harold Stewart, New York 
Stanley B. Tunick, New York  
Kenneth B. Wackman, New York  
David Zack, New York
North Carolina
Robert G. Sanford, Charlotte 
J. William Stewart, Jr., Charlotte 
William H. Westphal, Greensboro
North Dakota
Clarence E. LeTourneau, Williston 
Dale W . Youngern, Grand Forks
5Ohio
Richard T. Baker, Cleveland 
Elmer G. Beamer, Cleveland 
William A. Jacoby, Toledo 
Richard W . Paddock, Dayton 
Richard C. Rea, New Philadelphia 
Frederic H. Roth, Cleveland 
John S. Schott, Cincinnati
Oklahoma
G. Harlan Bumpas, Oklahoma City 
Miles A. Hall, Jr., Oklahoma City
G. Elliott Killian, Tulsa 
E. C. Leonard, Jr., Tulsa
Oregon
Sol J . Meyer, Portland 
Harold V. Olson, Portland 
Norman E. Swanson, Portland
Pennsylvania
H. Edward Brunk, Jr., Pittsburgh 
Stanley D. Ferst, Philadelphia 
John L. Harvey, Pittsburgh 
Samuel Horovitz, Pittsburgh 
John L. Moneta, Philadelphia 
Lawrence M. Walsh, Philadelphia 
Maurice A. Webster, Jr., Philadelphia 
Irving Yaverbaum, Harrisburg
John H. Zebley, Jr., Philadelphia 
Harry C. Zug, Philadelphia
Puerto Rico
Luis E. Cintron, San Juan 
Antonio Otero, Santurce
Rhode Island
Edward Blackman, Providence 
George T. Helm, Providence
South Carolina
Harold C. Clark, Jr., Greenville 
George W . Keller, Jr., Charleston
South Dakota
Dale J . Gage, Pierre 
Howard C. Levi, Aberdeen
Tennessee
John S. Glenn, Jr., Nashville
H. Landrith Thomas, Memphis 
Luther L. Thornton, Nashville
Texas
Curtis H. Cadenhead, Dallas 
Paul N. Cheatham, Houston 
Don C. Chorpening, San Antonio 
Gordon N. George, San Antonio 
Robert E. Knox, Jr., Tyler 
J . A. Phillips, Houston 
Frank T. Rea, Houston 
Stanley J . Scott, Dallas 
Arthur C. Upleger, Waco  
Glenn A. Welsch, Austin 
Jordan B. W olf, El Paso
Utah
G. Ellsworth Brunson, Salt Lake City 
Ralph Reed Olsen, Provo
Vermont
George M. Marrow, Keene, N. H.
H. Fenton Smith, Hanover, N. H.
Virginia
T. Coleman Andrews, Richmond 
Ross C. Cramer, Norfolk 
Samuel A. Derieux, Richmond 
C. Foster Jennings, Richmond
C. Hunter Jones, Richmond
Virgin Islands
Hein Christensen, St. Thomas 
Rudulph Ellis, St. Croix
Washington
Durwood L. Alkire, Seattle 
Henry V. Benson, Jr., Seattle 
William R. Gregory, Tacoma 
Donald L. Schoedel, Spokane
West Virginia
Willard H. Erwin, Jr., Charleston 
Donglas H. Tanner, Morgantown
Wisconsin
R. Donald Hevey, Milwaukee 
Donald L. Krier, Milwaukee 
John W . Ullrich, Wausau
Wyoming
E. O. Davis, Jr., Cheyenne 
Cloyd E. Harris, Jr., Casper
Stone (from  page 2)
the debilitating effects of those "good old days.”
Adopting an adequate rate structure is only 
part of the job. Reasonable fees must then be 
billed and collected. Billing day should be the 
most difficult day in the CPA’s month. On that 
day he occupies the uncomfortable position of 
an arbiter who must be fair both to his clients 
and to his firm and family. The CPA who suc­
cumbs to pressure from either side is unfit for 
this difficult job. From my observation, most 
CPAs give more weight to potential client resist­
ance than to the welfare of their partners and 
families. Carried to the extreme, this seemingly 
commendable generosity can render a firm in­
effective through financial starvation.
While no client wants to pay his CPA more 
than is absolutely necessary, most businessmen 
realize how costly it is to render quality service. 
The present state of mind in our community is 
best exemplified by the astronaut’s response to
an interviewer’s query: "How do you feel as you 
are being strapped into a space capsule?” The 
response: "How would you feel if you were tak­
ing a trip into space in a rocket made up of 73,000 
parts all made by the lowest bidder?”
Member heads chamber of commerce
Albert J. Bows, Jr., CPA, a partner of Arthur 
Andersen & Co. in Atlanta, Georgia, has been 
named president of the Atlanta Chamber of 
Commerce.
In taking office Mr. Bows asked chamber mem­
bers to serve on committees "to assist our po­
litical leadership . . .  to help find both short term 
and long range solutions to difficult social and 
economic problems.”
He asked the businessmen-members of the 
chamber to serve on committees to solve prob­
lems and "not come up with circular decisions 
that get us nowhere.”
6State Society ( from page 1)
of the conference were to "offer insights into 
planning and carrying out a state society pro­
gram and to co-ordinate Institute and state soci­
ety efforts in recruiting, public relations and 
professional development.
Guy W. Trump, AICPA director of education, 
William Bruschi, director of examinations, and 
Gary Simpson, director of public information, 
California Society of CPAs, discussed the edu­
cation and recruiting of certified public ac­
countants.
William Salowe, AICPA director of profes­
sional development, and Waldo Sowell, chair­
man of the AICPA board of managers of the 
professional development division, led a work­
shop in professional development.
David Anderson, AICPA assistant director of 
public relations, Roderic A. Parnell, manager in 
the Institute’s public relations division, John L. 
Harvey, president-elect of the Pennsylvania In­
stitute of CPAs, and Jack Brooks, executive di­
rector of the Connecticut Society of CPAs, dis­
cussed techniques for getting the CPA’s story 
before the public.
William Kester, financial editor of the St. 
Louis Post Dispatch, was a luncheon speaker.
Mr. Trump called for a thoroughgoing review 
of accounting education on college campuses 
since "there are too many schools teaching ac­
counting programs which have changed little in 
the last 20 years.
"If candidates for the profession are to gradu­
ate with the kind of education that the profession 
will require, essentially all of the 700 four-year 
institutions offering programs in accounting will 
need to review their curricula, the content of the 
individual courses, and the approach to teaching 
which is being used,” Mr. Trump said.
Mr. Trump also called upon accounting prac­
titioners to work more closely with the schools.
Mr. Parnell described the steps in conducting 
seminars for financial writers and editors. He 
said that writers who attended such a seminar 
last month in San Francisco, returned to their 
newspapers to write stories about a CPA’s work.
Mr. Anderson projected the long range public 
relations goals of the profession, centering his 
talk on an excerpt from the AICPA position 
paper, "Relating to the Public.”
The position paper states that "the public re­
lations work conducted by the Institute and that 
conducted by the state societies will often differ 
in techniques and emphasis, but the objectives 
are basically the same. Hence, the efforts should 
be complementary, not competitive, co-ordi­
nated, not compartmented.”
Marvin Stone, AICPA president, in a lunch­
eon speech urged Institute members and state 
societies to keep open a dialogue on two con­
troversial topics: accreditation of CPA firms and 
sectionalization of the Institute. While conced­
ing that both issues have met opposition, Mr. 
Stone suggested that the profession would be 
furthered with the adoption of both concepts.
James L. Hayes, dean of the school of busi­
ness administration at Dusquesne University, in 
a workshop recommended that incoming state 
society presidents set as one goal for their ad­
ministration the establishment of machinery to 
plan ahead for five years.
Robert Knox, president-elect, Texas Society of 
CPAs and Gordon W. Tasker, State Society Rela­
tions Committee, shared responsibilities in con­
ducting conference sessions.
Technical booklet guides sale analysis
"Analysis for Purchase or Sale of a Business,” 
AICPA Management Services Technical Study 
No. 5 is now available from the Institute.
The study points out that "there are at least 
three phases to a purchase or sale engagement 
and the CPA’s role will depend upon how many 
of these the client wishes him to undertake and 
to what extent he is to go.”
The first phase involves "a limited audit . . . 
prior to the acquisition.”
The income tax consequences are the concern 
of the second phase.
The third phase for the CPA is the preparation 
of an analysis of the economic consequences of 
the transaction. It is this third phase which is 
the matter of the study.
In assessing the motives for such a transaction, 
the study declares that "one of the greatest con­
tributions the CPA can make to a client entering 
negotiations as either buyer or seller is to prepare 
a concise, dispassionate and objective statement 
of the motivations of both parties.”
The 167 page study is available from the Insti­
tute’s order department at the member’s discount 
price of $2.40.
7Social Security tax relief for partners
Retired partners of CPA firms and those of 
other partnerships have gained limited tax relief 
as a result of changes made in the recently enacted 
Social Securities Amendments Act of 1967.
Under certain conditions, retirement payments 
received by a retired partner from his partnership 
will not be subject to the social security self- 
employment tax.
These changes will apply with respect to net 
earnings from self-employment in taxable years 
which end on or after December 31, 1967.
Section 1402 (a) of the Code was amended to 
provide that the term "net earnings from self- 
employment” shall not include retirement pay­
ments made by a partnership to a retired partner. 
Certain conditions must be met in order to qualify 
for the exemption. "Retirement payments” will 
not be subject to the self-employment tax pro­
vided :
1. The payments are made periodically by a 
partnership to a retired partner on account of 
retirement pursuant to a written plan of the part­
nership.
2. The written plan applies to partners gen­
erally or to a class or classes of partners.
3. The retirement payments are provided at 
least until the retired partner’s death.
The exclusion will be effective with respect to
Trial board expels members
A sub-board of the Trial Board met in New 
York on August 24, 1967, and found that Walter
O. Carlson of 427 Bayville Avenue, Bayville, 
New York, had been convicted of a felony involv­
ing moral turpitude in violation of Article V. 
Section 5 of the bylaws. The sub-board also found 
that the acts on which his conviction was based 
were discreditable to the profession. The bylaws 
provide that the member shall be expelled upon 
such a finding.
Mr. Carlson did not attend the sub-board 
hearing and did not request a review of the de­
cision by the full Trial Board. Accordingly, his 
expulsion from membership became effective 
on September 23, 1967, pursuant to Article VI, 
Section 3(d) (i) of the bylaws.
Another sub-board met on May 6, 1967, and 
found that Homer E. Kerlin of 902 Milner
retirement payments received by the retired part­
ner in a year only if:
The retired partner renders no services in any 
trade or business conducted by the partnership or 
its successors during the taxable year of such 
partnership, or its successors, which ends within 
or with the taxable year of the retired partner, 
and,
• At the end of such partnership’s taxable 
year, there is no obligation from the other part­
ners in the partnership to the retired partner 
other than to make retirement payments under 
the partnership plan, and,
• The retired partner’s share in the capital of 
the partnership has been paid to him in full.
The plan must also meet such requirements as 
are prescribed by the Secretary of the Treasury 
or his delegate.
The retired partner’s retirement payments 
which are exempt from the self-employment tax 
under the new law will also be excluded from 
social security coverage for benefit computation 
and retirement test purposes.
On June 14, 1967, Hilliard R. Giffen, then 
president of the AICPA, wrote to Representative 
Wilbur D. Mills, Chairman, House Ways and 
Means Committee, urging legislation along the 
lines described.
Building, P.O. Box 197, Mobile, Alabama, had 
violated Rule 2.02(e) of the Code of Profes­
sional Ethics in connection with expressing an 
opinion on representations in financial state­
ments which he had examined.
Although summoned to the hearing, the re­
spondent did not appear in his own defense. 
The sub-board decided that he should be ex­
pelled from membership in the Institute.
Mr. Kerlin requested a review of the sub- 
board’s decision by the full Trial Board. An ad 
hoc committee of the Trial Board met on Au­
gust 24, 1967, to consider the request for review 
and decided that the request should be denied. 
Accordingly, the expulsion became effective on 
August 24, 1967, pursuant to Article VI, Sec­
tion 3(d) (ii) of the bylaws of the American 
Institute of CPAs.
8Institute tax committee meets with Commissioner Cohen
AICPA tax committee representatives met last 
month with Sheldon S. Cohen, Commissioner of 
Internal Revenue, Deputy Commissioner W il­
liam H. Smith, Assistant Commissioners Donald 
W . Bacon (Compliance), Robert L. Jack (Data 
Processing), Harold T. Swartz (Technical) and 
Chief Counsel, Lester R. Uretz.
The discussions in Washington centered on 
time extensions for income tax returns, IRS com­
puter errors, the tax committee’s legislative pro­
gram and its program on responsibilities in tax 
practice.
Donald T. Burns, the tax committee general 
chairman, said that an Institute survey showed 
that AICPA members felt that the IRS extensions 
policy in the 1967 tax session had been "much 
improved." He urged a continuation in 1968.
Agreeing with Mr. Burns, Mr. Cohen said that 
he would see to it that the policy is applied in as
reasonable and as uniform a manner as possible.
Deep concern was expressed by tax committee 
representatives over the trend toward dehuman­
ization of the Service’s collection process. Several 
examples were cited of the "horror stories” re­
garding incorrect or erroneously sent computer 
notices. The Service representatives agreed that 
more effective communication between taxpayers, 
practitioners and Service Centers was required.
Agreement was reached for closer liaison with 
the service in the legislative area to determine the 
feasibility of administering proposed tax law 
changes recommended by the committee.
Finally, the Commissioner praised the tax com­
mittee’s program for issuing statements on re­
sponsibilities in tax practice. He observed that 
high standards redound to the benefit of the 
CPA profession in terms of greater respect ac­
corded their work by the Service.
t h e  C P A .
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Executive Committee approves dues and bylaw revisions
The AICPA Executive Committee met in New York, January 22-23, as this 
issue was going to press, and took action on several proposals. Detailed 
accounts of the more important actions will be published next month. The 
highlights of the committee decisions included the following:
• A proposal for upward revision of the dues structure was approved and 
will be submitted to Council in May. The action will be discussed by President 
Marvin L. Stone in his column in the March issue of The CPA.
• Proposed bylaw amendments were accepted, to implement the recom­
mendations on the Institute’s structure which were approved in principle by 
Council last fall. Administrative Vice President John L. Carey will analyze the 
amendments in his column in March. The amendments themselves will be con­
sidered by Council in May.
• The committee approved for publication in The Journal o f Accountancy 
the document, "Planning Committee Position Paper on the Education of Certi­
fied Public Accountants.”
• An increase of $1 per paper in fees charged state boards of accountancy 
for CPA examination services was authorized. The increase brings the new fee 
to $5 per paper.
• Plans for the Annual Meeting in October in Washington, D.C., were 
approved and authorization was given to extend invitations to speakers. In 
1973 Atlanta will be the site of the Annual Meeting and in 1974 it will be 
Cleveland.
AICPA president to give major speeches
Marvin L. Stone, AICPA president, will deliver a major address at a meeting 
of the Detroit Economic Club on March 19. His topic: "Public Confidence in
Private Enterprise------  Let’s Keep It.” Then on May 15, President Stone
will speak at an all-day conference of the National Industrial Conference 
Board in San Francisco. The NICB will devote part of its meeting to recent 
actions of the AICPA Accounting Principles Board.
To head professional development division
Professor Robert E. Schlosser, CPA, a member of the faculty at the University 
of Illinois from 1950 to 1966, has been named director of the professional 
development division of the AICPA. He is now professor and chairman 
of the department of Financial Accounting at the State University of New 
York at Buffalo. The appointment to the Institute ( Continued on page 4)
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In the November CPA I described a proposal 
for the compulsory continuing education of prac­
titioners to be administered by state accountancy 
boards. The reaction of readers has been so great 
that there is not enough space to publish all their 
letters, as I would prefer to do. Instead, I’ll give 
excerpts from some of them, together with the 
gist of my replies.
A majority of those who wrote were in favor 
of compulsory continuing education. This is par­
ticularly surprising when one realizes that most 
people who approve of an idea don’t bother to 
write in. Normally, only the dissidents are heard 
from.
Favorable comment
Letters in the generally favorable category 
were studded with such phrases as "forward- 
thinking,” and "the answer to most of our 
problems.”
This type of reaction from readers is of course 
gratifying, but perhaps even more helpful in re­
fining the proposal have been those members 
who criticized some aspects of the plan or offered 
suggestions for improving it.
For example, one member suggested that the 
texts of the Institute’s professional development 
courses be made available to member firms.
To this latter suggestion, I replied that the 
manuals were designed as discussion guides and 
were consequently not appropriate for home 
study.
Other members sent in various bits of helpful 
information. One calculated that the recom­
mended 120 hours of education every three years 
constituted only 2 per cent of a CPA’s time. He
added that "2 per cent is a small price to keep 
current.”
My response: "I agree with your mathematics. 
However, 2 per cent of a CPA’s time will not 
really keep him current. All I recommend is that 
at least 2 per cent of his time be spent in some 
type of compulsory education. I am sure that 
most CPAs will spend several times that amount 
in reading and other educational media.”
An indication of the extent of some practi­
tioners’ failure to keep current is given in the fol­
lowing: "There are at least 450 practicing CPAs 
in the state, and I estimate that fewer than 100 
of them attended a continuing education pro­
gram of any type last year. Further, the statistics 
regarding attendance tend to under-emphasize 
the problem, since persons attending courses are 
frequently repeaters. Therefore, when total at­
tendance figures are applied to total membership, 
the percentage of attendance appears to be higher 
than it actually is.”
The dissenters
A few readers indicated general dissent to the 
whole proposal. The following observations 
illustrate the attitudes of some of these: "Many 
of us do a great deal of reading in accounting and 
tax literature which serves to keep us abreast of 
matters, but which would not qualify as the 
formal type (classroom, tax institute, etc.) edu­
cation that you have in mind. My belief is that 
more is learned in less time through personal 
reading than through classroom study.”
My reply said in part: "I believe there is a high 
correlation between those practitioners who read 
extensively and those who attend PD courses,
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3tax institutes, etc. Few avid readers limit their 
education to a single medium. Consequently, I 
doubt that implementing my proposal would 
place much of a burden on those who already are 
keeping current.”
A reader said that "many of us have talked 
about requiring CPAs to take the examination 
over. This idea makes sense and should be well 
received by all CPAs who are concerned about 
substandard work and professional develop­
ment.”
In my reply I said: "Your letter implies that I 
had recommended periodic re-examination of 
CPAs. I purposely did not make that recommen­
dation because I do not feel it is practical. Once 
CPAs are in practice, they take such divergent 
routes that no single examination could appro­
priately test their varied skills.”
Another member said that the professional 
societies can best handle this problem and that 
"state boards and politics should be kept out.”
I replied that I was no more anxious than he 
to give up individual rights to the government. 
"However, our profession is licensed by the pub­
lic with the understanding that the license assures 
our clients of a certain minimum standard of 
competence. To the extent that some of our col­
leagues fail to render an adequate professional 
service, we are shortchanging the public. If we 
do not clean our own house, some government 
institution may do it for us. Only state boards can 
police all CPAs— professional societies have con­
trol only over CPAs who choose to become 
members.”
Legislative protection
One member objected to my comparing the 
accounting profession with other professions. 
The fallacy, he said, is "that professional account­
ing societies represent an unprotected profession. 
Even though the attest function is protected by 
law, much of what we do is also done by un­
licensed persons. Banks freely take balance sheets 
and profit and loss statements of absolutely un­
licensed men.
"Until we, like physicians and teachers, can 
say that our professional practice is protected by 
law, we may not compel certain practitioners to 
be as well educated as the rest.
"Many of us have an economic problem in 
attending Institute professional development 
courses, both in time and money involved. I am
well satisfied with the income from my practice, 
but that income would not last long if I attended 
many PD courses.
"If the profession is to be recognized, the first 
emphasis, in my opinion, should be on personal 
moral qualifications for practice. No professional 
man rises higher than his personal life standards.
"Protect the profession and insist on high 
moral standards. The rest will take care of itself.”
Here are some excerpts from my reply to his 
letter:
"It is doubtful that other professions are really 
as protected by law as you believe. In most states, 
for example, any person— licensed architect or 
not— may design a building. Most state laws 
merely restrict the use of the term "architect” to 
licensed architects. Any unlicensed person may 
legally prepare plans and working drawings and 
supervise the construction of a building. Local 
building codes sometimes require the use of a 
licensed architect for buildings of a specified type 
or size.
All of us may decry the willingness of banks to 
accept financial statements from non-CPAs, but 
like other professional men, accountants must rely 
upon public confidence and not upon restrictive 
legislation to bolster their position. Incidentally, 
the courts have consistently held that most of 
the services we perform for clients cannot be 
legally pre-empted for licensed accountants.”
CPAs in industry
Another member has written an interesting 
letter about nonpractitioners. He says:
"Your proposal is aimed at practitioners who 
fail to keep abreast of current developments. 
Doesn’t this ignore the CPA in industry— the 
nonpublic practitioner? Doesn’t reading of pro­
fessional journals keep the industrial accountant 
abreast of current developments?
"Would reading of industrial accountants 
meet the suggested requirements? If not, they 
could not qualify for the CPA certificate and the 
professional societies would be exclusive clubs 
for public practitioners. In my opinion, this 
would not be good. It is the availability of 
AICPA publications to the member in industry 
that makes the task of the practitioner easier and 
gives management the current information in 
those publications.
"As an industrial accountant, I would not like 
to lose membership in professional societies be­
4cause of not being able to attend school for 120 
hours every three years.”
The substance of my response was as follows: 
"Only CPAs in public practice would be required 
to submit evidence of continuing education in 
order to renew their annual licenses to practice. 
Nonpracticing CPAs presumably would not need 
annual permits. Consequently, the education re­
quirement would have no effect on them.
"I see no reason why state laws should require 
CPAs in industry to meet any specific education 
requirements. So far as membership in profes­
sional societies is concerned, the basic require­
ment will continue to be the holding of a valid 
CPA certificate. Most societies now admit non­
practicing CPAs to membership. A few years ago, 
the Council of the American Institute concluded 
that the Institute should represent all CPAs 
whether in public practice or not. My proposal 
does not suggest a change in that policy, for many 
of our most valuable members are not in public 
practice.”
The role of the state boards
One reader, who happens to be a banker, 
writes:
"I have the impression that many CPAs obtain 
their certificates and never do another thing to 
keep themselves abreast of professional thinking. 
The state boards should therefore take cogni­
zance of your suggestion and consider some form 
of renewable license predicated upon compulsory 
continued education.”
Along similar lines, a member suggested that 
the compulsory continuing education proposal 
be presented to the National Association of State 
Boards of Accountancy with a view to generat­
ing interest in the project among the various state 
boards.
One letter came from a state society president 
who had attended the National Conference on 
Professional Ethics, at which I first exposed the
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staff is effective July 1. Dr. Schlosser will suc­
ceed William Salowe, CPA, who has been direc­
tor of the division since 1964. Mr. Salowe will 
join the firm of Oppenheim, Appel, Dixon & Co. 
of New York.
A graduate of the University of Notre Dame, 
Professor Schlosser received the Master’s and
compulsory education idea. He referred it to his 
board of directors, which approved it in principle 
and asked the society’s planning committee to 
study its implementation. Because of legislative 
activities the society was engaged in, it was de­
cided not to take the steps to implement the pro­
posal at this time.
"Nevertheless,” writes the president, "I feel it 
has great merit and am enthusiastic about its 
implications for strengthening the profession. 
Although objections of practicality were pre­
sented, it is my belief that continued exposure 
and study of the proposal will result in its accept­
ance philosophically and practically.”
He sent a description of the proposal to the 
CPA members of the state accountancy board, 
with the comment that "in order to be effective, 
any requirement of minimum continuing educa­
tion must have teeth in it. Control over the re­
newal of the license to practice would appear to 
be the most effective means of enforcement.”
Obviously attendance at PD courses is no pan­
acea. Attendance does not automatically impart 
wisdom or even knowledge. However, these 
courses can be a meaningful educational experi­
ence if participants bring a serious interest in 
learning. This is not to say that a CPA could not 
acquire the knowledge through study on his own. 
Nevertheless, I believe that few of us have the 
self-discipline needed for such a regimen.
The observations of CPA readers suggest that 
in general the proposal is a sound one, though 
it is still far from being a finished product. Imple­
mentation would require a great deal of refine­
ment. No one has yet found any other method of 
discovering and eliminating the substandard 
work which exists in every part of our country. 
If I am right in my belief that most substandard 
work is the result of ignorance and not of will­
fulness, some type of compulsory education re­
quirement would improve the overall compe­
tence of our profession.
Ph.D. degrees at the University of Illinois.
He was national director of professional de­
velopment for Price Waterhouse & Co. from 
1964 to 1965. He has been a member of the In­
stitute since 1958, serving on the management 
accounting and management services committees. 
He helped to develop the first course in EDP at 
the university.
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What research does the CPA profession need?
For the first time a comprehensive program of 
research in accounting has been presented for 
discussion by the CPA profession. Copies of an 
"exposure draft” of a position paper on research, 
developed by the planning committee, have been 
sent for comment to all members of Council, a 
cross-section of CPA firms— national, regional 
and local— and a representative group of profes­
sors of accounting. Copies are available on re­
quest to anyone else who is interested.
Whether the proposed program will be 
adopted or not depends on the reaction of the 
membership.
Why research?
It is obvious that the practice of any profession 
involves the use of specialized knowledge. Such 
knowledge must be produced or discovered by 
someone; it must be codified, arranged and made 
available for retrieval before it can be used. All 
these processes are included in the term "re­
search.” In a rapidly changing environment, a 
profession must have a continuous stream of new 
knowledge, and new arrangements of existing 
knowledge, in order to solve the new problems 
which constantly arise. If the profession cannot 
cope with these problems society will seek solu­
tions from others, and the profession’s scope and 
opportunity will be limited accordingly.
Research in what?
To many Institute members the word "re­
search” may appear synonymous with research 
in accounting principles, since in recent years that 
subject has had the center of the stage. But re­
search is needed, and some has been done, in 
many other areas of concern to the CPA profes­
sion. Much needs to be learned in the fields of 
auditing, tax accounting, computer technology, 
business information systems, financial controls 
(in business, nonprofit organizations and gov­
ernment), accounting education, attraction and 
retention of personnel, and management of an 
accounting practice. There are endless oppor­
tunities for development of useful knowledge 
which would have an early economic payoff for
CPAs. But resources for research projects are al­
ways limited.
Financing research
Extensive research programs cannot be fi­
nanced entirely from individual membership 
dues to organizations which have many other 
functions to perform. The burden on individual 
members would be too great. The legal profes­
sion for example, has two research establishments 
outside the American Bar Association, though 
closely associated with it: the American Bar 
Foundation and the American Law Institute. 
Such organizations depend on dues exclusively 
intended for research or on gifts, bequests and 
grants to support their research work.
For the past five years the work of the Account­
ing Principles Board and its research division has 
been financed by contributions aggregating about 
$1,000,000, some four-fifths of which came from 
a relatively few large firms. Now that money is 
practically used up.
Meanwhile, the Institute has paid for a good 
deal of research in other fields: Horizons for a 
Profession (the common body of knowledge 
for CPAs, to which the Institute contributed 
$100,000, the Carnegie Corporation $50 ,000); 
seven studies on the impact of computers on ac­
counting (five published, two coming— total cost 
about $200,000) ; a study of the characteristics of 
students who choose accounting as a career 
($25,000) ; industry audit guides; handbooks on 
management services and management of an ac­
counting practice, and a number of other projects. 
The sale of resulting publications covers the 
direct costs of printing and distribution, but not 
the costs of developing the information, such as 
staff salaries or fees for contracted research (not 
to mention the even greater costs of the time con­
tributed by volunteer committees). The Insti­
tute’s library, the profession’s principal mecha­
nism for information retrieval, costs $114,000 a 
year. Largely as a result of such research-oriented 
activities, the Instiute has been operating at a 
deficit for three years— happily covered by re­
tained earnings— despite the fact that the major
6project in accounting principles has not been a 
charge against dues income. Now the retained 
earnings have been exhausted, though the basic 
contingency fund remains.
What should be done?
The planning committee proposes that re­
search programs be developed in all areas of con­
cern to CPAs; and that all research sponsored by 
the Institute be co-ordinated under central direc­
tion, subject to systematic planning and control, 
with resources allocated according to priorities 
established in the light of needs and desires of 
the members.
To finance research the Accounting Research 
Association has been organized. Accounting firms 
have been invited to become members, as firms, 
on the theory that as organizations they derive 
economic benefits from research. The dues of 
firms are scaled according to the number of pro­
fessional partners and staff, whether members of 
the Institute or not. Individuals, apart from ac­
counting firms, may join the Association at ten 
dollars a year. In the first few months more than 
1,100 firms and more than 1,000 individuals have 
become members.
It is planned to make public, at a later date, the 
names of firms and members who have joined the 
research association.
The Accounting Research Association will 
serve only as a conduit for funds to support re­
search. The Institute will continue to manage 
and conduct the research, under the ultimate con­
trol of the Council.
The annual dues revenues of the Association 
should soon be sufficient to continue the work of 
the Accounting Principles Board and its research 
division at present levels. This work, which is of 
critical importance to the public and to the pro­
fession, must have priority for the foreseeable 
future. But if the profession desires adequate re­
search in other areas, more of the practicing firms 
must join the Association.
Where does Institute dues money go?
A legitimate question in this context is what 
is done with the money now being paid in dues 
to the Institute by its 61,000 members and as­
sociates.
The dues revenues support the continuing ac­
tivities of committees and staff, and occasional 
special projects, in such areas as the following:
Auditing and reporting standards 
Industry audit guides 
Ethics and Trial Board 
Practice review 
Tax recommendations 
Responsibilities in tax practice 
Studies in management services 
Management of an accounting practice 
Legal liability 
Computer technology 
Public relations 
Accounting education
Attraction of young people to the profession 
Relations with Federal Government 
Federal and state legislation 
Relations with Bar, bankers and 
other organizations 
Planning for the profession 
Aids to state societies 
Library and technical information service 
Services to individual members 
The Journal of Accountancy, The CPA, and 
other publications to members 
Meetings and conferences 
Membership promotion and admissions 
Administration, office services, rent
Other major programs— the Uniform CPA Ex­
amination, publications, professional develop­
ment, the group life-insurance and retirement 
plans— are self-supporting. They impose no bur­
den on the dues budget except for office services 
and unallocated overhead.
Detailed financial statements are available to 
members on request, showing expenditures by 
various activities.
An invitation
Tell us what you think about research. What 
kinds of information would be helpful to you? 
What should the Institute do about it, do first, 
not do at all? If research in all areas of impor­
tance to CPAs is to be undertaken, it will need 
membership support. The first step is to find out 
whether the members want it.
Mark your calendar
Members are reminded that the Ameri­
can Institute of Certified Public Accountants 
will hold its annual meeting this year in 
Washington, D.C., from Oct. 13 to 16 at the 
Statler Hilton and Mayflower hotels.
7Tax articles distributed
A series of five articles on money-saving tax 
tips and errors to be avoided in preparation of 
the 1040 Federal Income Tax Return for 1967 
has been prepared by the AICPA public rela­
tions office and sent to state CPA societies for 
distribution to local newspapers and other com­
munications media.
The articles were prepared in collaboration 
with Sidney Kess, CPA, and are intended to as­
sist the average taxpayer in the preparation of a 
simple return.
Dependency, medical and charitable deduc­
tions are discussed. Bad debts, sick pay exclu­
sions, stock dividends and capital gains are ex­
plained in layman’s language.
In this connection, the public relations staff 
points out that newspapers other than large 
metropolitan dailies comprise an important me­
dium of communication for the public relations 
efforts of state societies.
There are some 11,000 suburban and smaller 
city dailies and weeklies. With a circulation of 
over 80 million, these papers print 97 per cent 
of the newspapers distributed in the 50 states.
Tax workshops prove popular
The fall/winter series of workshops, on indi­
vidual and corporate income tax returns con­
ducted by Sidney Kess, CPA, has been completed 
after reaching new highs in attendance.
The workshop on corporate returns was con­
ducted in five major cities. Almost 1,100 practi­
tioners and staff members attended the training 
sessions which were co-sponsored by the profes­
sional development division and the local state 
societies.
The individual return workshop was held in 11 
cities and drew almost 2,800 participants.
The corporate workshop will be offered in the 
spring and summer with the first presentation 
scheduled for late April. Both workshops will be 
presented in fall 1968. Dates and sites will be 
announced in forthcoming issues of The CPA.
These workshops which have shown remark­
able popularity and attendance, were developed 
by Mr. Kess, manager of tax training with Ly­
brand, Ross Bros. & Montgomery in New York 
and the staff of the Institute’s professional de­
velopment division.
CPA ads in campus papers
The AICPA has launched an institutional ad­
vertising campaign in 55 college and university 
newspapers as part of the recruiting activities of 
the profession.
Th e campaign is designed to encourage col­
lege students to consider a career as a CPA and to 
take the necessary academic work. The ads stress 
the creative intellectual aspects of the profession 
as well as the economic opportunities.
The ads are also being made available to state 
CPA societies for use under their own names, in 
high school publications such as newspapers, 
magazines, sports programs and yearbooks, 
which solicit ads from the business community.
Tiger or lamb: 
Who makes the best CPA?
FRESH APPROACH— This is a sample of the 
art work in the ads being placed in college pub­
lications. All emphasize the service nature of the 
accountancy profession and the role of the CPA 
as a management consultant.
8Kudos for church accounting booklet
Vice President Hubert Humphrey has joined 
the growing list of those who have expressed 
gratitude for the AICPA booklet, "The Lay­
man’s Guide to Preparing Financial Statements 
for Churches.”
In a letter to Lyman L. Bryan, director of the 
AICPA Washington Division, Mr. Humphrey 
said:
"This is a most helpful service, and I am 
pleased to congratulate the American Institute 
of Certified Public Accountants.”
Artists, anyone ? Encore.
The September issue of The CPA carried a 
small notice of an inquiry from the public rela­
tions office as to whether there might be an 
appreciable number of members who are amateur 
artists. Although the item appeared at a time 
when many CPAs were on vacation, responses 
were received from some 25 readers —  which 
would seem to indicate that there is at least a 
"hard core” of painters and sculptors within the
membership. On the possibility that an exhibi­
tion of CPAs’ work might be considered at some 
future date, the public relations department asks 
that those who did not reply to the first inquiry 
let their talents be known.
SBIC regulations revived
The SBA issued on January 9, its revised regu­
lations on SBICs. The newly adopted regulations 
affect such matters as financial report instruc­
tions, the Audit and Examination Guide, evalu­
ation guides, modification of the definition of 
venture capital and divestiture plans approval.
The revised regulations should be studied 
carefully by members before they undertake their 
examinations for fiscal years ending March 31.
Exams at all-time high
The November 1967 Uniform CPA Examina­
tion set new records for the number of candidates 
and papers. There were 17,814 candidates and 
63,673 papers. In November 1966, there were 
16,809 candidates and 59,592 papers.
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Wide research program continues
"Accounting for Goodwill and Business Combinations,” a research study 
undertaken for the AICPA by George R. Catlett and Norman O. Olsen, part­
ners of Arthur Andersen & Co., is "nearing completion,” the accounting re­
search division reported last month in the Accounting Research Association 
newsletter.
The newsletter, which goes to some 1,000 members of the ARA, said that 
a second study, "Financial Reporting in the Extractive Industries,” by Robert 
Field, a partner of Price Waterhouse & Co., is also nearing completion.
Studies in the draft stage, the ARA reported, are:
• "Accounting for Research & Development Expenditures” by Haskins & 
Sells partners Oscar S. Gellein and Maurice S. Newman.
• "Foreign Operations,” a study initiated by the late Professor Samuel R. 
Hepworth of the University of Michigan, and uncompleted at his death, being 
completed by Leonard Lorensen, CPA, of the ARD staff.
• "Intercorporate Investments,” another study begun by Professor Hep­
worth, being completed by Reed K. Storey, CPA, director of accounting 
research.
• "Stockholders Equity,” dealing with accounting for equity transactions, 
and classification and presentation of stockholders’ equity in the balance sheet, 
by Beatrice Melcher, CPA, of the ARD staff.
Five other studies are also planned by the research division.
AICPA insurance at new high
The AICPA Insurance Trust on January 31, 1968, had over $800 million of 
life insurance in force (with an equal amount of accidental death and dismem­
berment benefits), the largest amount ever reported in its 20-year history. This 
results from adding a net amount of more than $70 million of new life insur­
ance so far during the current fiscal year.
At the end of January, almost $4.3 million was paid by the insurance com­
panies to the Trustee as a dividend for the most recently completed policy year. 
This is the largest dividend ever received and the first to exceed $4 million.
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The price will still be right
No one has been in a better position than CPAs 
to observe the impact of inflation over the last 
few years.
W e have seen it in our own practices— reflect­
ed in increased costs for office space, equipment, 
supplies and, above all, for competent personnel. 
W e have helped our clients to contend with it 
in their operations— and, no doubt, the clients 
might add that our fees have been an element in 
their increased cost of doing business.
Inflation has also been a major factor in creat­
ing a serious financial problem for the Institute—  
a problem which has been under study by the 
executive committee for more than a year.
In order to place this problem in some perspec­
tive, it might be well to begin by observing that 
the annual income of the Institute now exceeds 
five million dollars. Less than half of it is pro­
vided by dues income; the rest is generated by 
activities which are either self-supporting or con­
tribute financial support for nonrevenue produc­
ing activities.
As reported to Council last spring, budget pro­
jections for the next three years have indicated 
deficits of $620,000 for the 1968-69 fiscal year, 
$514,000 for 1969-70 and $678,000 for 1970-71. 
The forecasts, incidentally, do not include the 
total cost of the Accounting Principles Board and 
the accounting research program. These expenses 
have been covered in the past by voluntary con­
tributions from a relatively few firms; they are 
expected to be covered in the future by a much 
larger number of firms and individuals who have
enrolled in the Accounting Research Association 
— thus continuing to relieve the regular budget 
of a major cost.
In the absence of inflation the additional dues 
income resulting from a growing membership 
would have been sufficient to meet most of the 
Institute’s future financial needs.
However, during the seven years since the last 
dues adjustment, the Consumer Price Index has 
increased a little more than 15 per cent. Over the 
same period, the W age and Salary Index for New 
York has advanced around 22 per cent. This lat­
ter is a highly significant statistic because salaries 
and related payroll costs represent nearly half 
of our annual budget. Applying these two in­
dexes, the purchasing power of the dues pay­
ments for this year, compared with 1960-61, is 
reduced by $387,000— almost two-thirds of the 
projected deficit for the next fiscal year.
W hat other factors have been involved in 
creating this financial problem?
One of them has been the acquisition of a num­
ber of top-level administrative and technical em­
ployees— a further strengthening of the staff 
strongly recommended by the committee on struc­
ture and approved by the Council.
Another factor has been the adoption by the 
executive committee of improvements in the staff 
retirement plan to bring it more into line with 
programs available in comparable organizations. 
This was regarded as an essential step in acquir­
ing and retaining the quality of staff personnel 
required for the attainment of the Institute’s 
goals.
In addition there have been increases in a num-
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3ber of our regular operating costs— each of them 
rather modest taken alone, but sizable in total 
As the Institute’s technical pronouncements have 
gained influence, for example, the need for a care­
ful advance review of them by our attorneys has 
grown imperative— and this, plus their heavy in­
volvement in the critical issue of accountants lia­
bility, has resulted in higher legal fees. As CPAs 
have been asked to assume new responsibilities 
(in the Medicare field, for instance), we have 
felt obliged to tap the knowledge of experienced 
practitioners for the guidance of all— and this has 
led to the formation of new committees entailing 
added costs in meeting expenses, travel, and staff 
assistance. In an effort to promote a higher degree 
of uniformity in accountancy legislation and in 
the enforcement of professional ethics, we have 
organized nation-wide conferences for state so­
ciety officials concerned about these matters— 
thus increasing the expenditures devoted to serv­
ing the state CPA organizations. As we seek to 
promote greater public understanding of the 
CPA’s role in today’s society, we have held semi­
nars for financial editors who direct the flow of 
business news— thus adding to the Institute’s in­
vestment in public relations.
All of these and other similar factors have con­
tributed to the creation of the present financial 
problem confronting the Institute.
What should be done about it?
Alternatives available
Over the last year or so, the executive com­
mittee has explored a number of alternative 
courses of action.
It has considered, for example, whether the 
Institute’s program ought to be arbitrarily re­
duced to match current revenues— an approach 
in keeping with the stern injunction that "one 
should live within one’s means.”
This could certainly be done. Savings of more 
than $200,000 could be achieved next year by 
this type of radical surgery on the budget. It 
would require the elimination, the reduction or 
the deferral of such projects and services as these: 
meetings of state society officers and executives, 
the technical information service, field trips of 
officers and staff, a new recruiting film. An addi­
tional $100,000 might be squeezed out of the 
budget by postponing the replacement of old 
equipment, delaying the issuance of some pub­
lications, imposing a "freeze” on staff additions,
curtailing the number of committee meetings, 
reducing the staff assistance rendered to com­
mittees, etc.
This meat-axe approach to economy, however, 
seems ill-advised. It might in part even have a 
reverse effect by damaging income-producing 
projects. It would certainly result— at least over 
an extended period—in a grave impairment in 
the effectiveness of the Institute as an instrument 
to advance and protect the best interests of the 
profession.
In saying this, I am not suggesting that small 
economies might not be achieved in the Institute’s 
operations— and, under instructions from the 
executive committee, the budget committee will 
explore this possibility. But I am not optimistic 
about the likelihood of detecting a lot of oppor­
tunities for major savings. The Institute’s opera­
tions have been repeatedly subjected to close 
scrutiny over the last few years—by special com­
mittees of members, by its independent auditors, 
by the staff. None of these has disclosed any 
weakness which, if eliminated, would produce 
enough savings to come anywhere near covering 
the projected deficits. Only a sharp curtailment 
in the Institute’s programs could accomplish that 
feat.
There is a second alternative course available 
to us: that is, an invasion of our million-dollar 
contingency fund. This was established some 
years ago under Council’s direction as a prudent 
measure of protection against unforeseen emer­
gencies. The executive committee is convinced 
that the existence of such a fund at the present 
level is a sound precaution. In any case, an in­
vasion of the fund to finance current operations 
would be a mere expedient; it offers no long-term 
solution to the financial problem.
That leaves only one alternative: an adjust­
ment in the dues structure to produce enough 
additional income to cover projected expendi­
tures.
The executive committee intends to recom­
mend such a revision of the dues schedule to 
the spring meeting of Council, which has the 
responsibility under the bylaws for setting the 
dues. (The proposed revision is set forth below.)
Before the Council acts on this recommenda­
tion, it ought to have the benefit of the member­
ship’s views. I urge you to write or call the Coun­
cil members in your state (a list of them appeared 
in the January issue of The CPA). Or, if it is
4more convenient, send your comments to me.
I would like to add a postscript conveying my 
own views.
In its special report sent to all members in the 
summer of 1966, the structure committee made 
this observation on the basis of a survey of a 
broad sample of the membership and interviews 
with selected members:
"The general view . . .  is that. . . the Institute 
has had a remarkable development, that its staff 
and management compare favorably with that of 
the best of similar organizations, that it stands in 
a prestige position as a quality institution, and 
that it has the resources to move with assurance 
in meeting the ever growing needs of the pro­
fession.”
Only the latter part of that statement may be 
subject to challenge. The budget projections for 
the next three years suggest that the financial 
resources of the Institute can no longer be con­
sidered adequate.
The members, through their elected repre­
sentatives on the Council, are now being asked to 
decide whether to provide it with sufficient funds 
so that it can, indeed, "move with assurance in 
meeting the ever growing needs of the pro­
fession.”
I hope that all of you will decide that mem­
bership in the Institute will continue to be a 
bargain under the proposed new dues rates— that 
the price of belonging to your national profes­
sional society will still be right.
The above statement by President Stone explains why the AICPA executive committee will 
recommend that Council increase membership dues in accordance with the following 
schedule.
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
PRESENT AND PROPOSED DUES SCHEDULES
1. Partners or Practitioners
Members at the beginning of the fiscal year 
engaged in public accounting practice as 
partners or individual practitioners
2. Educators and Government
Members whose principal occupation at 
the beginning of the fiscal year is employ­
ment by recognized colleges or universities 
or by government
3. Others
Members, at the beginning of the fiscal 
year, employed as staff accountants, or in 
industry, or other occupations not speci­
fied in paragraphs (1 ) and (2)
4. Retired
Members, who at the beginning of the 
fiscal year shall have been members for at 
least 20 years, shall have attained the age 
of 65, shall have retired from practice or 
other work, and have notified the Institute 
of these facts.
Length of Time Present Proposed
CPA Certificate Dues Dues
Held Schedule Schedule
3 years or less $25 $30
over 3 thru 6 years 35 45
over 6 thru 10 years 45 60
over 10 years 55 75
3 years or less $15 $20
over 3 years 20 25
upon retirement if not 
eligible under item 4 15 15
3 years or less $15 $20
over 3 thru 6 years 20 25
over 6 thru 10 years 25 30
over 10 years 30 35
$10 $10
5. International Associates $25 $30
Announcing a New Industry Audit Guide
Audits of Banks
This latest Audit Guide can prove invaluable to the independent auditor 
who serves, or plans to serve, clients in the banking industry. It describes 
the special characteristics of the business and presents recommendations of 
the Committee on Bank Accounting and Auditing.
A major section of the guide is devoted to those accounting principles 
that are unique to the accounting and financial reporting aspects of banks. 
It also offers recommendations with regard to these principles and the 
issuance of an auditor’s opinion.
The book considers other important phases of bank auditing such as 
planning, implications of automated operations, treatment of special ac­
counts, implications of trust operations, governmental restrictions and 
directors’ requirements. Pertinent auditing procedures are discussed.
Illustrative forms of a bank’s financial statements are also provided in 
this up-to-date guide. 172 pages. $2.00*
* AICPA Member Discount
AICPA publications are available to members at a 20 percent discount on a 
minimum order of $2.50. If your order totals $2.50 or more, please deduct 
20 percent from the list prices shown.
(0111) at $2.00.
m e m b e r ’s n a m e  ________________________________________________________________________
FIRM__________________________________________________________________________________________
(If  part of mailing address)
ADDRESS______________________________________________________________________________________
CITY_______________________________________ STATE_________________ ZIP CODE_________________
Also send these earlier Industry Audit Guides:
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, postpaid copies o f A udits o f  B a n k s
.Audits of Fire and Casualty In­
surance Companies (0121) at 
$2.00
.Audits of Savings and Loan Asso­
ciations (0125) at $2.00
Audits of Construction Contractors 
(0106) at $2.00
Audits of Brokers or Dealers in 
Securities (0120) at $2.00
A u d it s  o f  Voluntary Health and 
Welfare Organizations (0130) at 
$2.00
Binder for Industry Audit 
Guides (0109) at $3.50
(Please add 5 per cent sales tax in New York City. Elsewhere in New 
York State, add 2 per cent state tax plus local tax if applicable.)
PLEASE SEE REVERSE SIDE FOR DESCRIPTIONS OF EARLIER AUDIT GUIDES
These studies have been developed to provide independent auditors 
with essential background information as well as reliable guidelines which 
they may follow in the course of engagements in the specific industries 
considered.
Each guide describes the distinctive characteristics of the industry or 
business, demonstrates actual auditing procedures, and considers unusual 
problems which may be encountered. Additional features of each study are 
described below.
EACH STUDY $2.00 POST BINDER $3.50
Earlier Industry Audit Guides Available
Audits of Construction Contractors
Consolidates two earlier studies, Auditing in the Construction Industry 
and Generally Accepted Accounting Principles for Contractors. Also in­
cludes a new section of illustrated financial statements and examples of the 
wording of auditors’ reports. 102 pages.
Audits of Voluntary Health and Welfare Organizations
Considers such problems as internal control over cash donations, seg­
regation of fund-raising expenses from other expenses, evaluating the char­
acter and propriety of interfund transactions, what procedures to follow in 
the case of "investment pools,” and when to examine the records of asso­
ciated organizations. 72 pages.
Audits of Savings and Loan Associations
Considers audit problems in the light of the special needs of mange­
ment, the investing public, and the supervisory authorities. Also includes 
an extensive appendix covering supervisory regulations and a chart of 
accounts. 78 pages.
Audits of Fire and Casualty Insurance Companies
Discusses regulation and its effect on policies and practices, accounting 
and record keeping, prescribed financial reporting principles and practices 
and their variances from those used for business in general, basic forms of 
financial statements, and the auditor’s report. 84 pages.
Audits of Brokers or Dealers in Securities
Deals with such special problems as review of the procedures for safe­
guarding the securities of customers and compliance with regulations for 
independent audits of financial statements as prescribed by jurisdictional 
agencies. The booklet also describes the accounting records often used and 
covers the scope of examination and forms of reports. 71 pages.
SEE AICPA MEMBER DISCOUNT ORDER FORM ON REVERSE SIDE
Announcing a New 
Individual Study Program 
From the Professional Development Division
A Recorded Discussion of
Accountants' Fees: 
Factors in Determining and Collecting
This single long-playing record offers practitioners the opportunity to 
profit literally from the advice of an experienced CPA, Hugh Reid, partner 
with the New York office of Alexander Grant & Company.
Mr. Reid’s lecture encompasses all of the major factors— both general 
and specific— that should determine a reasonable fee. These factors include 
the accountant’s economic environment, income goals, types of service per­
formed and level of skill involved in an engagement. The subjective ele­
ments or values of a job (amount of financial responsibility, savings 
achieved, client convenience and satisfaction, etc.) are also shown to be 
important considerations.
The speaker offers further guidance on the practical criteria for determin­
ing fees, the form and timing of bills, techniques for arriving at fees for 
special engagements, and simple ways of establishing a staff billing rate.
Discount Price to AICPA Members—$4.00
AICPA MEMBER DISCOUNT ORDER FORM
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send............ copies of the long-playing record, F a c t o r s
i n  D e t e r m i n i n g  a n d  C o l l e c t i n g  A c c o u n t a n t s ’ F e e s  (6021) at the 
special A I C P A  member discount price of $4.00, postpaid.
m e m b e r ’s n a m e __________________________________________________________________________________
FIRM_________________________________________________________________________________________________
(If  part of mailing address)
ADDRESS_____________________________________________________________________________________________
CITY__________________________________________ STATE__________________ ZIP CODE__________________
Also send............ sets of the 3-record discussion, T a x a t i o n  o f  M u l t i p l e
C o r p o r a t i o n s  (6020) described overleaf, at the $10 discount price.
(Please add 5 per cent sales tax in New York City. Elsewhere in New 
York State, add 2 per cent state tax plus local tax if applicable.)
PLEASE SEE ADDITIONAL INFORMATION ON REVERSE SIDE
A Recorded Panel Discussion on
Taxation of Multiple Corporations
This panel discussion— reproduced on three long-playing records— will 
make it possible for you to study at your leisure the tax problems of multiple 
corporations and listen to the opinions and advice of three leading CPAs on 
this subject.
The panelists— Bernard Barnett, Albert H. Cohen, and Arthur J. Dixon 
— discuss a number of critically important questions including the tax and 
nontax advantages of multiple corporations . . . consolidated returns . . . 
treatment of loss corporations . . . multiple surtax exemptions . . . inter­
company transactions . . .  the interaction of various multi-corporate elections 
available . . .  and IRS limitations on the tax advantages of multiple corpora­
tions. They also analyze realistic case problems and demonstrate how they 
would handle them to achieve maximum tax benefits.
To facilitate study, the album also includes a booklet which provides the 
background for the case problems considered.
Discount Price to AICPA Members—$10.00
PLEASE USE SPECIAL FORM ON REVERSE SIDE TO ORDER RECORDINGS
9from  the A dm inistrative Vice P resid en t JOHN L. CAREY
Upward and onward!
The progress that the Institute has made in 
the past few years is really impressive. It has 
reached new high levels of achievement, and is 
much more widely known and respected than, 
say, ten years ago. Since the Institute represents 
the organized profession of certified public ac­
countants, nationwide, every CPA shares directly 
or indirectly in the increasing prestige and in­
fluence of his professional organization.
Following are a few indications of the in­
volvement of the CPA profession in matters of 
broad public interest:
The president of the Institute, Marvin Stone, 
recently addressed the Economic Club of Detroit 
and the National Industrial Conference Board. 
He recently spoke to a group of financial analysts 
in New York.
The executive vice president, Leonard Savoie, 
who has been aboard a little more than six 
months, has had personal conferences with 
leaders in banking, government and industry, 
and with financial editors and reporters. He has 
addressed an investor’s group and the Credit 
Policy Committee of the American Bankers 
Association. He has an article coming in the 
Financial Analysts Journal.
Institute representatives met in Washington 
last month with the Comptroller General and 
officials of the Health, Education and Welfare 
Department to discuss matters of importance 
both to the government and the accounting 
profession.
Not many years ago, any one of these events 
would have been hailed as an important achieve­
ment. Now they are taken for granted as part of 
the day’s work.
However, respect and influence must be built 
on continuous achievement. The larger the pro­
fession grows, and the more important its work, 
the more complex become the problems with 
which it is involved. There are major unsolved 
problems in the areas of public relations, recruit­
ing of adequate personnel, computers, ethics, ac­
counting principles, auditing standards, taxes, 
management services, and keeping the member­
ship fully informed. The Institute is working on 
all these and many more.
Two years ago the committee on structure 
was asked to report on whether the Institute 
was organized properly to cope with the prob­
lems confronting it. The conclusion was, "At 
some point in its history, the Institute passed 
over the line that separates a 'small’ from a 
'large’ organization—in both sheer size, as well 
as complexity in program, and the structure and 
procedures of the Institute have not fully ad­
justed to this change.” In response to this com­
mittee’s report internal studies were made of 
the operations of the Council, committees and 
staff, and on membership participation. As a 
result, some changes in organization are in 
process. However, other recommended changes 
require amendment of the bylaws.
Accordingly, a revision of the bylaws has 
been completed, which will be presented to the 
Council at its meeting beginning April 29, 1968. 
If Council approves, the revised bylaws will be 
submitted to all members next fall. The most 
important changes are summarized here, so 
that the members will be aware of the proposals 
and will have an opportunity to communicate 
their views to Council members. (A geographi­
cal list of Council members was published in 
The CPA for January, 1968.)
1. Under the new bylaws Council members 
(except the seven members-at-large elected 
each year) would be elected by mail ballot of 
the membership in their own states. Under 
present procedure, most Council members are 
suggested by state societies, nominated by the 
nominating committee, and elected at the an­
nual meeting, where only about three per cent 
of the total membership is present. The new 
bylaws would give every member an opportu­
nity to vote by mail for the Council members 
who will represent him in the governing body. 
Provision would be made for independent 
nominations and write-in votes.
2. The Council would elect the officers of the 
Institute. At present, the officers are nominated 
by the nominating committee and presented 
for election at the annual meeting of members, 
at which, as noted above, relatively few mem­
bers are present. Since the Council is charged
10
with the government of the Institute, and now 
elects the nonofficer members of the executive 
committee, it seems logical that it should elect 
the officers also.
3. The executive committee would be called 
the board of directors to signify its larger role, 
as recommended by the structure committee, as 
the true "operating board of the Institute with 
greater involvement in its decisions and the 
work of the committees.” The members of the 
board of directors would be elected by the 
Council for terms of three years.
4. Senior committees and boards, which have 
authority to issue pronouncements without 
clearance with the Council or the board of di­
rectors, would be appointed by the president 
subject to the approval of the board. Some of 
these are now elected by the Council, others 
are appointed by the president. But since the 
executive committee or the president recom­
mends those to be elected, and the Council has 
never disapproved these recommendations, 
election by Council seems an unnecessary for­
mality.
5. The revised bylaws preserve present pro­
visions affecting the individual status, rights 
and responsibilities of the members. Council 
would have the power to determine procedures
and organizational details which are not of a 
substantive nature. This would facilitate 
changes in the mechanics of operating the 
Institute in the light of changing conditions.
The revised bylaws are in a form far more 
intelligible and manageable than the existing 
bylaws, which have grown like Topsy. The re­
vision also clarifies the right of the members to 
initiate resolutions which would be binding on 
the Council, the power of the Council to in­
struct the board of directors, committees and 
staff, the responsibility of the board of directors 
for the management of the Institute between 
meetings of the Council, and the accountability 
of the staff to the board of directors.
The changes proposed should result in ex­
pediting Institute work and in greater efficiency 
and economy. With the strengthening of the staff 
organization recommended by the structure com­
mittee, much of which has been accomplished, 
the "new” Institute should be able to act 
promptly and decisively, and to get more produc­
tion for the members’ dues dollars.
In a word, the steady upward-and-onward 
progress of the accounting profession would 
not be held back by organizational structure 
and procedures which were originally devised 
to meet the needs of many decades ago.
Ethics committee rules on power and its uses
Q. A member causes his firm to take the follow­
ing actions:
1. Shift deposits of a significant amount to 
a nonclient bank for the purpose of in­
ducing the bank to give his firm’s trust 
department tax work presently done by 
other accountants.
2. Place insurance of significant amount 
with a nonclient insurance company for 
the principal purpose of inducing the 
insurance company to give his firm audit 
work presently done by other account­
ants.
Is either of the above actions a violation of 
the Code?
A. Reciprocity in business relationships is a nor­
mal and wide-spread practice. Members may 
reasonably expect that banks and others with 
whom they do business will be influenced to 
use the members’ services or recommend the
members’ services to others. However, the 
deliberate use of a firm’s economic power to 
obtain engagements or referrals from others 
is a violation of Rule 3.02 (solicitation), 
and, if they are clients of other accountants, 
of Rule 5.01 (encroachment).
Membership climbs
The American Institute of Certified Public 
Accountants had a net membership gain of 3,310 
in the fiscal year ended August 31, 1967, the 
last date for which confirmed figures are avail­
able.
This brought the membership total to 60,333. 
In 1966, the figure was 57,023. (The unofficial 
total as of January 31, 1968, was 62,788.)
State societies reported an increase in their 
membership from 65,177 to 68,532 from Aug­
ust 31, 1966 to the same date in 1967.
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Trial Board rules in Georgia case
A sub-board of the Institute’s Trial Board, 
which met on May 6, 1967, found that Leonard 
M. Bernes, 771 Juniper Street, N.E., Atlanta, 
Georgia, had been convicted in federal court 
on his plea of nolo contendere of the offense of 
making and assisting in the preparation o f false 
income tax returns.
The sub-board found that this conviction was 
a conviction of a crime involving moral turpi­
tude requiring the respondent’s expulsion from
membership in the Institute under the provi­
sions of Article V, Section 5 of the bylaws.
Mr. Bernes attended an earlier sub-board 
hearing on this matter, which was held Novem­
ber 16, 1966, and although summoned to appear, 
he was not present at the May 6, 1967, hearing.
The respondent requested a review of the sub- 
board’s decision by the full Trial Board. After 
consideration by an ad hoc committee of the Trial 
Board, the request for review was denied and the 
decision became effective.
Savoie discusses APB
AICPA executive vice president Leonard M. 
Savoie is discussing recent accomplishments and 
future projects of the Accounting Principles 
Board before important groups in Florida, Wash­
ington, D. C., and Boston. He spoke before the 
20th National Credit Conference of the Ameri­
can Bankers Association on January 30 at Bal 
Harbour, Florida. His subject was "Closing the 
Audit Gap.”
On February 16 he spoke on recent Opinions 
of the APB before the Machinery and Allied 
Products Institute in Washington, and on April 
16 he will discuss "The Corporation— Its Re­
sponsibility in Reporting to Stockholders” be­
fore the Young Presidents’ Organization in 
Boston.
Stone on private enterprise
Elsewhere in the nation, AICPA President 
Marvin L. Stone spoke to a distinguished audi­
ence at the Economic Club of Detroit. The club, 
which consists of 2,500 leaders in the industrial, 
professional and education fields, invites out­
standing national and international figures to 
speak at weekly luncheon meetings.
Mr. Stone addressed the club on March 11 
on the subject, "Public Confidence in Private 
Enterprise— Let’s Keep It.” A fuller report of 
this speech will appear in the April Journal o f 
Accountancy.
AICPA publications available
The Auditor’s R eport. .  .Its Meaning and Sig­
nificance, the newest publication available from 
the Institute, has sold some 65,000 copies in six 
months. The 22-page booklet was prepared by 
the CPA members of the National Conference of 
Bankers and CPAs and the Credit Policy Com­
mittee of the American Bankers Association.
The booklet costs $1 (with quantity discounts 
for members) and can be obtained from the Insti­
tute order department. An earlier booklet with a 
similar title, Audits by CPAs, Their Nature and 
Significance, is out of print.
The following publications can be obtained 
free from the order department:
Relating to the Public is a position paper pre­
pared by the planning committee to guide the
Institute in its public relations activities.
What to Do When the Reporter Comes is 
intended to guide CPAs in serving "their own 
and the general interest by working toward rela­
tions with the press marked by friendliness and 
mutual respect.”
For CPAs anxious to carry the profession’s 
message to the public, the Institute distributes 
the following pattern speeches:
• "Accounting—ATool for Business Success”
• "The CPA’s Role in Small Business”
• "The Average Investor—and Those Magic 
Words, 'Earnings Per Share’ ”
• "Accounting—A Social Force”
For those CPAs concerned with recruiting for 
the profession, the speech. "Should You Become 
an Accountant?” is appropriate for high school 
audiences.
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Computer conference slated
The AICPA will sponsor a semi-annual con­
ference for CPA computer users May 7-8 in Kan­
sas City, Missouri. The conference will bring to­
gether CPAs who now provide computer serv­
ices for clients and CPAs who are considering 
doing so.
The program will include the following:
• A status report on the computer industry 
and AICPA activities in the field
• The CPA’s reaction to the present status of 
computer use and a look to the future
• In-house preparation of the 1040 tax return
• Training staff for the computer activity
• The types of computer services the CPA 
might offer his client
• Ethical problems raised in the use of com­
puters
Advance registration is required. The dead­
line is April 22. Registration forms may be ob­
tained from Noel Zakin, manager, Computer 
Technical Services, American Institute of Certi­
fied Public Accountants.
Readers write: On fees
I have just finished reading Marvin Stone’s 
message on practitioners’ finances in the January 
issue of The CPA and I had to write and say that 
of all the articles I ’ve seen on this subject, this 
was by far the best.
The succinct analysis made of the basic eco­
nomic problems of the accounting profession is 
excellent. With 15 years in the profession, I can 
only say that it is unfortunate that those who 
would profit most from Mr. Stone’s message will 
probably never see it. Most likely they are too 
busy doing some detail work that will not allow 
them to read this article, go to a seminar or attend 
a lecture on professional development.
Melvin Pollack, CPA 
Hollywood, Florida
  MARCH 1968the CPA
The CPA is the membership bulletin of the Ameri­
can Institute of Certified Public Accountants, Inc. 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
APRIL 1968
Bank audit guide stirs interest
Business writers for both The New York Times and the W all Street Journal 
last month attached great weight to the issuance of a publication, "Audits of 
Banks,” by an AICPA committee.
The Journal reported that the guide "empowers CPAs to take exception if 
banks don’t include a total net income figure in their financial reports.”
In a press release announcing the guide, it was stated that the Accounting 
Principles Board is expected to take the necessary action to make its Opinion 
No. 9— "Reporting the Results of Operations”— applicable to bank financial 
statements.
The Times predicted that the audit guide "conclusions are unlikely to make 
the banks happy.”
Eugene L. Larkin Jr., chairman of the committee on bank accounting and 
auditing, said that most banks do not now show net income in their financial 
reports. Instead they report a figure for net earnings from operations, after 
which they show a provision for losses on loans and gains and losses on security 
transactions.
"The reader of the financial statements,” the guide states, "is compelled 
to form his own judgment regarding the amount that represents the net result 
of the period’s activities. Some readers may equate 'net operating earnings’ 
with 'net income’; others may conclude that the final amount on the income 
statement is the net income.”
Therefore the Institute committee said that banks ( continued on page 10)
Savoie testifies on welfare and pension bills
In testimony before the General Subcommittee on Labor of the House Com­
mittee on Education and Labor, AICPA Executive Vice President Leonard M. 
Savoie recommended that the Administration sponsored legislation dealing 
with welfare and pension funds should provide that the required independent 
audits of such funds should be conducted by CPAs or licensed public account­
ants in accordance with generally accepted auditing standards. He also sug­
gested that the Advisory Council on Employee Welfare and Pension Benefit 
Plans should include at least one member from the field of public accounting.
( continued on page 10)
2The development of the computer has stirred 
more comment and attention among CPAs than 
any other event in our young profession’s history. 
And well it might, for the computer promises to 
exert a great influence on the practice of account­
ing.
Unfortunately, the majority of the comment 
reveals that many CPAs take an extremely nar­
row view of the computer’s— and their own—  
ability. To quote a recent letter from Harold 
Berlfein, a CPA in Beverly Hills, California, 
"Discussions [o f the computer] by CPAs too 
often center around the hardware, like a carpen­
ter who has just discovered a power saw. The 
carpenter’s natural reaction is that there will be 
a need for fewer carpenters or how can I use 
the saw to cut twice as many boards as I now 
can cut.
" I f  those discussions display the attitudes and 
mentality of the leaders of the accounting profes­
sion, they are doomed like the blacksmith. The 
discussions of the computer should not be those 
of a carpenter with a new saw but those of an 
architect who, because of new tools, sees his hori­
zons tremendously expanded, who now can de­
sign structures that before existed only in his 
dreams.”
Harold Berlfein puts his finger right on the 
problem. Too many CPAs limit their investiga­
tion of the computer to applications which will 
permit the speedier performance of routine book­
keeping functions, instead of seeking out new 
types of service which the computer’s vast capa­
bilities now make possible for the first time. 
There is certainly nothing wrong with using a 
computer to speed up routine bookkeeping, but 
limiting the use of this marvelous machine to 
such pedestrian applications reveals a deplorable 
lack of imagination. After all, the computer is
not just a giant impersonal adding machine.
Having a computer at your disposal is like 
having 10,000 mathematicians, all with flawless 
memories, waiting to do your bidding. And with 
the computer’s time-sharing capabilities, even 
users with modest needs can purchase time in 
much the same way electricity and other utilities 
are bought.
The computer’s blinding speed and capacious 
memory permit the assembly of data which was 
never before assembled because the need would 
have been long past before the facts could have 
been processed by traditional means. Problems 
much less susceptible to computer programing 
than those which face CPAs are being solved on 
computers. The choice of optimum missile for­
mations and of optimum routes for commercial 
airliners are examples of two such applications.
The availability of this powerful tool should 
cause CPAs to take a fresh look at their clients’ 
information systems. CPAs should ask manage­
ments what information they need to operate 
more effectively. In fact, the independent CPA 
might well discern information needs which man­
agements fail to perceive because they are too 
intimately involved. Any survey of information 
needs should ignore cost and time factors at the 
outset, since modern processing methods might 
well make practical what once was not.
Some CPAs have expressed the fear that the 
computer will prove to be a difficult competitor 
or that computer owners such as banks will elim­
inate much of the need for a CPA. Nothing could 
be further from the truth. Only the CPA who 
views the computer as a carpenter views the 
power saw need fear for his future. CPAs with 
the imagination to make full use of the compu­
ter’s potential will be the architects of tomorrow’s 
business community.
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3Practice review bulletin reissued
The American Institute has updated and re­
issued the pamphlet describing the function of 
its committee on practice review. Entitled "Self 
Discipline Through Education,” the booklet is a 
revised version of one originally issued in 1963.
"The purpose of the revised pamphlet is to 
bring the existence and objectives of the com­
mittee on practice review to the attention of the 
many new AICPA members and the public,” 
said Richard A. Nest, CPA, director of technical 
services in the Institute.
The preface to the new edition reports that 
in the six years during which the practice review 
committee has been operating it "has performed 
effectively and has formalized its operating 
procedures.”
Since its inception new opinions have been 
issued by the Accounting Principles Board and 
the committee on auditing procedure. Industry 
audit guides have been prepared by other 
AICPA committees and the Institute has in­
creased its membership by more than 13,000.
In view of these developments the Institute 
has prepared and issued the revised publication.
Copies of the bulletin have been mailed to 
members admitted since 1963. A gratis copy is 
available to others on request.
American Institute library 
marks 50th anniversary
This month the AICPA library marks its 50th 
year of service to the accounting profession. 
From humble beginnings in 1918, when it had 
fewer than 2,500 volumes, the library has grown 
to be the most comprehensive facility of its sort 
in the country.
With 52,458 catalogued publications to draw 
upon, the eight staff librarians stand ready to 
reply to a wide variety of inquiries.
Last year there were close to 70,000 such in­
quiries from Institute members and nonmem­
bers alike; from students of accounting and 
from teachers. The questions came during per­
sonal visits to the library at 666 Fifth Avenue, 
by telephone and by mail.
Miss Katherine I. Michaelsen, head librarian, 
said that the inquiries follow the general trend 
of interest in the profession.
"There is a steady volume of research being
done in taxation,” she said. "In other areas it 
depends on the times.
"There has been a great deal of interest in 
recent years in mergers and acquisitions. This 
was so even before someone thought up the 
word conglomerate’ to describe these firms.
"Now there is a decided interest in Medicare, 
hospital and nursing home accounting. I’m sure 
this reflects the general interest of accountants 
at the moment,” Miss Michaelsen said.
The library, although it is concerned princi­
pally with what is current in the profession, still 
serves as the repository for accounting publica­
tions of historical interest, such as a first edition 
(1494) of Luca Pacoli’s treatise on double entry 
bookkeeping.
Many of the antique accounting artifacts came 
to the library through donations of accounting 
libraries compiled by practitioners throughout 
the country.
Katherine I. M ichaelsen, A IC P A  librarian, contemplates the 
old and the new in accounting as the Institute Library, 
on April 1, marked its 50th year of service to the account­
ing profession. Large photo in the background is a re­
production of a Babylonian c lay  tablet in the possession 
of the Metropolitan Museum of Art in New  York. The tablet 
is among the oldest known accounting records. Miss Mi­
chaelsen holds punched cards, one of the newest forms of 
accounting. The volumes in the foreground are the A ccount­
ants' Index , which is compiled by Miss Michaelsen and her 
staff.
4Our readers write: on PD courses
In reading Mr. Stone’s column from the Feb­
ruary CPA, I was particularly disturbed by the 
writer who had "an economic problem in attend­
ing Institute professional development courses. 
. . .” He added that his income would not last 
long if he attended many PD courses. A couple 
of years ago I promised Bill Salowe, then AICPA 
director of professional development, that I 
would write a rebuttal to such statements.
I went into practice in January 1960 as a 
younger partner. I attended my first PD course 
in December 1962. I have listed below the total 
spent for registration, travel and lodging by years 
on PD courses. I have also listed, by years, my 
net income and the gross billings of the firm 
whether it was operated as a partnership or an 
individual practitioner. I attended 15 PD courses 
between December 1962 and December 1967. 
My staff have attended seven more.
Y ear PD N et Income Gross
1960 $ — 0 — $ 8,552.09 $34,306.11
1961 —0 — 12,368.16 39,514.73
1962 138.78 14,557.53 47,000.00
1963 1,338.58 13,797.59 53,330.58
1964 329.13 23,313.68 62,067.75
1965 511.24 27,447.70 69,754.28
1966 348.40 23,531.05 75,181.21
1967 1,023.25 29,422.67 76,929.02
Total $3,689.38
There is a corollary in my mind from the in­
come plateau of 1961-1963 and the later figures. 
To be sure, PD courses were not the whole an­
swer—grit and determination played a large 
part, but to say "income would not last long if I 
attended many PD courses” is ridiculous.
We have only five accountants on our perma­
nent staff. For 1968, we have budgeted $1,200 
to be spent on PD courses. Each of these five will 
attend at least one seminar. We do this because 
we know the Institute PD courses are the best 
friends the small firms have.
Name withheld on request
... and on examinations
Many suggestions have been presented with 
the aim of helping or forcing the professional 
man to keep pace with the accelerating rate of
technological change and the sheer quantity of 
information that is being generated in his field.
Among the techniques is one used by the Amer­
ican College of Physicians, Board of Internal 
Medicine. The physicians who have been mem­
bers of the professional subspecialty for many 
years are offered the opportunity, on a completely 
voluntary basis, to take an examination, the re­
sults of which are given only to the individual 
physician. The examination, which takes approx­
imately eight hours to complete, has one simple 
purpose: to test the physician’s grasp of current 
knowledge and procedures.
When he knows the results of the examination, 
the doctor is in a position to take courses, read, 
attend seminars, etc., to bring his knowledge in 
those areas in which he is deficient up to the level 
which will satisfy him.
It is our proposal that such a test would be 
relevant to the accounting profession. It should 
be aimed at the practitioner who passed the CPA 
examination fifteen years ago. The major areas 
of the practice of accountancy would be covered : 
current opinions on auditing and accounting prin­
ciples; law, including relevant sections of the 
Uniform Commercial Code; corporate and per­
sonal taxes; computer usage; statistical sampling 
and other mathematical tools; information sys­
tems; English; basic areas of management serv­
ices, such as cost accounting, budgeting, lease-buy 
decisions, sale or acquisition of a business, inven­
tory control and finance; economics and behav­
ioral science applicable to the profession. Hori­
zons for a Profession, the common body of knowl­
edge for CPAs, should be the major source for 
the subjects covered.
The results of such a program would have 
value not only for the individual practitioner, but 
for the Institute and the state societies. If a sum­
mary of the results could be made available to 
professional development committees, the educa­
tional programs of the Institute and the societies 
could be attuned to the needs and current short­
comings of practitioners.
The results of the examination should not be 
presented as pass or fail but could be recorded on 
a scale based on the responses of other practi­
tioners as a group, divided into five-year periods 
after passing the CPA examination.
Perhaps, to insure confidentiality, the test 
might be administered by an independent testing 
organization. The results would be reported to
  A Thank-You Note from the 
  Accounting Research Association...
The financial and moral support you have given the recently formed 
Accounting Research Association has been highly gratifying. The Associa­
tion now has over two thousand members representing both individuals 
and CPA firms.
This impressive response to the Institute’s first call for research funds is 
tangible good news for the accounting profession. Practically speaking, it 
permits the Accounting Principles Board and its research division to con­
tinue, and even accelerate, its work in financial reporting standards— a field 
of growing professional and public concern.
It is hoped that— when funds permit— the ARA will be able to underwrite 
further research in auditing, computers, practice management and other 
pressing aspects of modern accounting.
For now, we are pleased that your membership in the Accounting Re­
search Association has enabled us to continue our past progress.
...or are we premature?
Perhaps you (or your firm) are not yet a member of the ARA. You may 
have missed our invitation— or the point of it— the first time around.
If so, permit us to recapitulate:
The ARA is a new, tax-exempt business league formed to provide finan­
cial support for an intensified program of accounting research. While the 
American Institute will continue to manage and conduct these research 
activities, the Accounting Research Association will be its separate— and 
voluntary— source of funds.
In addition to the obvious long-range benefits of this research, members 
will receive the ARA Newsletter and be entitled to get all ARA-financed 
studies, surveys and projects on a preferential basis.
We hope you won’t fall back on the old gambit, “Let George do it.” 
George (mostly in the form of a few large firms) has done all he can in past 
years. The need now is for broad-based, grass-roots support from all CPAs 
who care about the future of their profession. For the future is what research 
is all about.
This, in brief outline, is why you or your firm should join with us in the 
Accounting Research Association. On the next page, we will show you how.
(Over, please)
ACCOUNTING RESEARCH ASSOCIATION
of the
AMERICAN INSTITUTE OF CERTIFIED  PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE NEW YORK, N. Y. 10019
MEMBERSHIP APPLICATION FORM
Gentlemen: Please enter the following membership in the Accounting 
Research Association and bill us in accordance with the dues schedule 
shown below.
FIRM / INDIVIDUAL’S NAME______________________________________ _______________
ADDRESS_________ ________________________________________________________________
CITY____________________________ ________STATE____________________ ZIP___________
IF FIRM, MAIL TO ATTENTION OF________________________________________
ANNUAL DUES SCHEDULE
(Please check appropriate box.)
PARTNERS PARTNERS
AND STAFF DUES AND STAFF DUES
□  2-4 $30. □  100-199 $1,500.
□  5-9 $70. □  200-299 $2,500.
□  10-19 $150. □  300-499 $4,000.
□  20-39 $300. □  500-899 $7,000.
□  40-59 $500. □  900-1299 $11,000.
□  60-99 $800. □  1300 and over $25,000.
□  SOLE PRACTITIONERS (no professional staff) $10.
□  OTHER INDIVIDUALS (industry, government,
education, etc.) $10.
NOTE: Deferred payment of dues available on request in the case of amounts in 
excess of $150. If you prefer to enclose payment now, please make check payable 
to the Accounting Research Association.
Firm Membership— any firm of certified public accountants having at 
least one partner who is an AICPA member can qualify for firm member­
ship. Dues are based on a self-conducted count of partners and profes­
sional staff (excluding secretaries, typists and similar personnel).
Individual Membership— any CPA who is a member or an associate of 
the American Institute but who does not employ a professional account­
ing staff and is not a partner or employee of a firm member is eligible for 
individual membership.
ARA  membership dues may be deducted as a business expense.
7the individual practitioner, and the summaries of 
the results (without individual identification) 
given to the Institute and state societies for their 
purposes by the independent testing organization.
In addition to the advantages listed above, the 
test should also have a positive effect on the gen­
eral public as it would be further proof of the 
CPAs’ continuing interest on a voluntary basis 
to upgrade and keep current their knowledge and 
skills.
Theodore Cohn, CPA  
Arthur Markowitz, CPA
Tour planned
The Institute is arranging for a three-day 
tour of historic sites at Williamsburg, York­
town and Jamestown, all in Virginia, fol­
lowing the annual meeting in Washington, 
D.C., October 13 to 16. Reservation details 
will be published in a subsequent issue of 
The CPA.
Kentucky upgrades requirements 
for CPA candidates
The Kentucky accountancy law was amended 
last month to raise education requirements for 
certification and to delete the citzenship require­
ment.
Beginning in July 1974, candidates for the 
CPA certificate will need a baccalaureate degree. 
Kentucky thus became the 28th jurisdiction to 
establish such a standard.
Deletion of the citizenship requirement makes 
Kentucky the only U.S. jurisdiction in which a 
foreign accountant may become a CPA without 
first becoming an American citizen or declaring 
his intention to do so. This action is in line with 
a recommendation of the AICPA committee on 
international relations. Its chairman, Theodore 
L. Wilkinson, said of this development: "This 
is a key action in the effort to permit qualified 
accountants to move freely across national bound­
aries. Other states would do well to follow Ken­
tucky’s example.”
The committee’s recommendation influenced 
the committee on state legislation, chaired by 
Kenneth L. Thompson, to delete the citizenship 
requirement from the "Form of Regulatory Pub­
lic Accountancy Bill.” This bill is offered as a
Computer notebook services expanded
Arrangements have been completed to provide 
subscribers to the Auerbach Computer Notebook 
for Accountants with additional services for 
1968-69 subscriptions.
This reference service will be published 
monthly instead of bimonthly; the number of 
Special Reports will be increased to 12; more 
coverage will be given to smaller computers; 
technical and pricing updatings will be issued 
more frequently and summaries of computer de­
velopments will be provided monthly.
The Notebook contains detailed descriptions 
and evaluation of more than 70 computer systems 
currently in use. Pricing and performance data, 
comparison charts and a glossary are included.
Institute members in public practice may sub­
scribe to the Notebook through the Institute at 
the special price of $80 per year— almost a 60 
per cent reduction from the regular selling price 
of a similar Auerbach service which does not 
include the Special Reports.
model to state CPA societies planning legislation.
The legislative amendments, which were spon­
sored by the Kentucky Society of CPAs, also in­
cluded a provision that allows candidates credit 
for parts of the CPA examination taken in other 
jurisdictions.
Stone busy with talks to businessmen
AICPA President Marvin L. Stone continues on 
an active speaking program. Having addressed 
the Economic Club of Detroit in March, he has 
several other speaking engagements before in­
fluential audiences.
On May 6 he will speak at the annual meet­
ing of the Society of American Business W rit­
ers in Los Angeles on the role of the accounting 
profession in corporate financial reporting.
Mr. Stone will be the luncheon speaker May 
15 in San Francisco during a gathering of the 
National Industrial Conference Board dealing 
with the overall subject of "Current Problems 
in Financial Management.” His topic will be 
"Financial Communications— the Public’s Right 
to Know.”
On June 28 he will speak to the Million Dol­
lar Round Table in San Francisco.
8IRS Computer Centers 
stress the human touch
A few months ago, Internal Revenue Service 
computer centers rejected duplicated copies of 
signed documents such as tax returns and sched­
ules. But now such documents are accepted with­
out question. Why?
"It would never work the other way,” said 
Henry F. Camacho, CPA, senior management 
analyst at the IRS Center at Andover, Massachu­
setts. "It was too cumbersome,” he told AICPA 
staff members in an interview. "The electrostatic 
duplicating machine is being used more and more 
in business. To reject such copies would be awk­
ward. To make a comparison, this Center is like 
a palm tree. It has to bend a little in a high wind 
or no more palm tree.”
This sort of flexibility is evident in other ways. 
Last year, for example, computer generated no­
tices to taxpayers went out on a regular cycle. 
Replies to the notices would be checked for ac­
curacy before the computer was told to stop send­
ing the notices to the taxpayer. This could take 
as long as seven weeks and the delay would per­
mit second and even third delinquency notices to 
be mailed. This was the root cause of the so called 
"horror stories” about an impersonal machine 
spewing out unending notices with no one able 
to stop it.
But in the current tax season, Center officials 
said, the computer is being told immediately to 
stop sending the notices as soon as the Center 
gets the reply from the taxpayer. The accuracy of 
the reply is checked later.
IRS figures that it will cut computer generated 
notices by 50 per cent under the new system. But 
a prompt reply is still essential.
It was explained that the computer is on a 
cycle which sends out the second notice in about 
four weeks. So to break into this cycle, it is neces­
sary that the taxpayer get his reply back within 
three weeks.
To assure prompt service in this matter, An­
dover, which serves the heavily populated North­
eastern Seaboard, employs 300 persons in the tax­
payer contact division.
"It’s all part of our program to meet the de­
mands of a steadily mounting workload and yet 
at the same time assure taxpayers that we don’t 
just run a giant impersonal machine up here— 
just chewing up tax returns and people all day
long,” said Norman E. Morrill, director of the 
Andover Center. "To the contrary, automatic 
data processing is very much a human operation,” 
he said.
Mr. Morrill and Mr. Camacho, who is an 
AICPA member, were among several officials 
interviewed last month by AICPA staff members. 
The others included: Dean Morrow, assistant di­
rector; Frederick Keegan, chief of the training 
branch, and John Mannion, public information 
officer.
Mr. Camacho, Mr. Morrow and Mr. Keegan, 
all former IRS field agents, stressed the need for 
accord between accountants in tax practice and 
IRS data processing demands. The need is urgent 
because, as CPAs need hardly be told, the process­
ing of taxation data is rapidly moving toward 
almost total automation.
But at the same time, Center officials pointed 
out, the ADP system will never be entirely free 
from close personal attention to the sort o f  data 
which is fed into the system.
Standardization of terms to describe business 
operations is crucial in the dialogue between ac­
countant and ADP. This was apparent in the 
huge tax examination section of the Andover 
Center. Here, hundreds of men and women— tax 
examiners—pore over the flow of taxpayer re­
turns, checking for completeness, accuracy and 
validity. It is essential that the examiners know 
what the taxpayer, or his accountant, means when 
he uses business terms.
For example, if one tax practitioner lists "re­
pairs” under "labor” and another practitioner 
lists them under "overhead,” the tax examiner 
must carry the documents to a superior for a 
ruling.
"If the accountant improvises and uses his own 
schedules and fails to tie them into the line entry 
on the 1040 form,” said Mr. Camacho, "he kills 
us.”
"If he crosses out a line on the form and uses 
his own nomenclature to describe research and 
development experiments, he causes us trouble 
and himself.”
"Let’s say he lists expenses in a row and not on 
their proper line. Well, each one of those lines 
has a proper space on the key punch card. So if 
an experiment turns up on the card as "rent,” 
he is that much more likely to face an audit.
"If we can urge anything upon practitioners 
it is that they follow directions on the forms and
use the prescribed terminology,” Mr. Camacho 
said.
As for audit selection, no such work is yet 
done at any of the seven regional ADP Service 
Centers. W hat the IRS calls "audit selection cri­
teria” are programed into the National Compu­
ter Center at Martinsburg, West Virginia. From 
these criteria, "audit selection lists” are sent to 
district offices and Service Centers.
The Service Center then pulls the returns and 
forwards them to the district office where they 
are further classified for action by manual meth-
Taxation committee urges legislation changes
The AICPA committee on federal taxation has 
recommended some changes in a bill introduced 
in the U.S. House of Representatives by Repre­
sentative Wilbur D. Mills (D.-Ark.) Chairman 
of the House Ways and Means Committee.
In a letter to Mr. Mills dated February 19, the 
Institute committee said:
"This proposed legislation goes significantly 
beyond what is necessary to deal with a Clay B. 
Brown-tyipe transaction. It embraces the entirely 
new concept that virtually any type of income 
derived by an exempt organization from the use 
of borrowed funds shall be taxed differently than 
the same or similar income derived from the use 
of corpus. W e urge that the scope of the bill be
Simonetti heads division of federal taxation
Gilbert Simonetti, Jr., who has served as a 
member of the Institute staff since 1958, last 
month was appointed director of the newly cre­
ated AICPA division of federal taxation.
The appointment, which went into effect on 
April 1, was made in accord with recommenda­
tions of the executive committee on the Institute’s 
structure which were approved by Council last 
fall.
"Administrative responsibility for the Institute 
committee on federal taxation had been under 
the technical services division. Mr. Simonetti 
has been assistant director of this division, which 
provides services to the committee on auditing 
procedure, management services and others, as 
well as to the tax committee until now.
Mr. Simonetti will continue to work with the 
National Conference of Lawyers and CPAs and 
the AICPA committee on relations with the bar.
ods. But even then, returns may still be removed 
from the "audit stream” if manual selection 
methods indicate they are not worthy of audit.
In conclusion, the IRS officials said that cer­
tain extension procedures would become Service 
Center functions during this filing season. The 
extent of the functions depends on the progress 
of the ADP system in each region. They said 
they expect that even after extension requests 
become a Center function, there will still be a 
local appeal procedure. In a word, accountants 
will be talking to men, not to machines.
limited to the avowed purpose of extending the 
unrelated business taxable income concept to 
income arising from Clay B. Brown-type trans­
actions.”
A Clay B. Brown-type case generally involves 
a sale of all the stock of a going commercial busi­
ness corporation to a tax-exempt foundation. The 
corporation is liquidated and its assets are leased 
to a new operating company which pays a major 
portion of its profits to the foundation as rent. 
The foundation pays the purchase price to the 
original sellers out of such rental receipts. In 
Clay B. Brown, (380 U.S. J6 3 ) the Supreme 
Court held that this was a valid sale of stock 
resulting in a capital gain for the taxpayer.
His work in taxation includes responsibilities 
as general editor of the new taxation department 
of The Journal of Accountancy.
Mr. Simonetti, who received an MBA degree 
from New York University and a BBA from City 
College of New York, is serving as an elected 
Councilman of the Town of Cortlandt, a com­
munity of 35,000 in Westchester County, New 
York, where he resides with his wife, a son and 
two daughters.
Collection published
Selected Studies in Modern Accounting—  
1968, a collection of 15 articles from the Journal 
of Accountancy, has been published. This selec­
tion of stimulating articles may be ordered from 
the Institute by members at the discount price 
of $2.
9
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Guide (from  page 1)
"should include an appropriate provision for 
loan losses in the determination of net operating 
earnings . . . securities gains and losses should be 
included in the income statement.” And further­
more, each of these items should be taken into 
account in determining net income.
The committee statement commented that 
banks traditionally give the interests of deposi­
tors first consideration in financial statements, 
and therefore tend to understate assets. But as 
more banks become publicly owned, bank man­
agement has become aware of the need for more 
detailed operations data on the part of stock­
holders and the investing public.
In the introduction to the guide, the commit­
tee said: "In recent years, there has been increas­
ing interest on the part of the banking industry 
in utilizing services of CPAs to render opinion 
audits and to perform other accounting and 
auditing services.
"The information and procedures contained
in the audit guide are primarily intended to be 
helpful in leading the CPA to an expression of 
an informed opinion on the financial statements 
of a commercial bank.
"It will also assist the CPA in the performance 
of special accounting and auditing services.
"Further, the guide should provide officers 
and directors of banks and other interested per­
sons with a better understanding of the nature 
and scope of bank audits by CPAs.”
Savoie (from  page 1)
Spokesmen for industry, banking, manufac­
turers and the U. S. Chamber of Commerce, for 
the first time, all endorsed such independent 
audits in testimony before the General Subcom­
mittee on Labor.
Observers currently expect the 90th Congress 
to establish background in the hearings, with the 
91st Congress making an extensive drive for new 
law.
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Kent nominated for Institute president
Ralph E. Kent, managing partner, Arthur Young & Company, New York, has 
been nominated for Institute president. He was chosen by the committee on 
nominations, which met in New York in March to select nominees to fill Insti­
tute offices for 1968-69.
Four vice presidents were also nominated. They were:
W alter M. Baird, Price Waterhouse & Co., San Francisco; Elmer G. 
Beamer, Haskins & Sells, Cleveland; Paul Lambert, Jr., Lambert and Jones, 
Washington, D. C. and Stanley J. Scott, Alford, Meroney & Company, Dallas, 
Texas.
W alter E. Hanson, Peat, Marwick, Mitchell & Co., New York, was nom­
inated to be treasurer.
The slate of officers will be presented to the membership for vote at the 
annual meeting in Washington, D. C., October 14.
Council approves bylaws, dues proposals
Council has approved a basic revision of the bylaws of the Institute and will 
submit its recommendation to the membership in the fall. At its spring meeting 
in Boca Raton, Florida, April 29-May 1, the Council also approved an increase 
in the AICPA membership dues schedules.
The organizational changes, which would be effected by a revision of the 
Institute bylaws, will be submitted to the membership for discussion at the 
annual meeting in Washington, D. C., on October 14. The proposal will then 
be sent to all members for a mail ballot.
The new dues schedule, which is printed on page 12, was authorized by 
Council on recommendation of the executive committee after extended review 
of the financial needs of the Institute. The revised dues, which represent an 
average increase of 30 per cent, will become effective with the fiscal year 
beginning September 1, 1968.
The organizational changes are the product of a year-long study which grew 
out of a report made by the Institute committee on structure.
In its report, that committee noted that "at some point in its history, the 
Institute passed over the line that separates a 'small’ from a 'large’ organization 
— in both sheer size, as well as complexity in program, and the structure and 
procedures of the ( continued on page 4 )
MAY 1968
from  the Presid en t 
MARVIN L. STONE
Each year the U.S. income tax structure be­
comes increasingly complex as groups vie with 
one another in the pursuit of "tax equity” or, 
perhaps more accurately, "favorable tax in­
equity.”
The problem stems largely from the fact that 
the income tax is used as a device to induce so­
cial change and for almost every other purpose 
besides revenue raising. Raising revenue in a 
complex economy such as ours is difficult enough 
without requiring the taxing mechanism to per­
form hundreds of additional tasks as well .
U. S. taxpayers pay individual federal income 
taxes which approximate 11 per cent of their 
total income. Because less than half of our total 
income is actually taxed and because credits and 
special tax computation methods erode the tax 
rate, it takes a 14-70 per cent scale (20-91 per 
cent until recently) to collect the needed revenue. 
There must be an easier way to extract that 11 
per cent.
Many proposals have been put forth to sim­
plify our tax structure, but unfortunately even 
simplification isn’t simple. The most frequent 
suggestion is one which would eliminate all ex­
clusions, allowances, nonbusiness deductions, 
credits and special computation methods. Frank­
ly, the idea of a law which taxes income, period, 
appeals to me.
Percentage depletion, the capital gain deduc­
tion, tax-exempt interest, and all of the many 
nonbusiness deductions are subsidies. I ’m not 
arguing against subsidies. I merely suggest that 
burying them in the tax law is unwise, first, be­
cause it makes the law unnecessarily complex 
and second, because it conceals the subsidies,
making their evaluation difficult. Congress 
should evaluate each subsidy along with every 
other potential expenditure, when it determines 
how government funds should be allocated. 
Once a subsidy is buried in the tax law it’s "out 
of sight, out of mind.”
Making the tax base and the tax rate whole 
again would permit the collection of the same 
revenue with tax rates of something like 2-20 
per cent and without substantially reapportioning 
the tax burden among the taxpaying public. If it 
so desires, Congress could easily shift the tax 
burden by manipulating personal exemptions 
and the graduated rate scale.
A simplified tax structure would cost less to 
administer but, more important, it would save 
taxpayers millions of dollars and many sleepless 
nights now spent in attempting to amass the in­
formation needed to file an income tax return. 
A top tax rate of 20 per cent would restore in­
centive to many taxpayers who simply don’t 
want to take investment risks when the after­
tax rewards are so meager.
Bringing tax rates down from the stratosphere 
would also put income taxes into proper perspec­
tive. In the present tax environment, tax effects 
must be given far too great a role in the plan­
ning of financial —  or even personal —  transac­
tions. Ventures which make little economic sense 
are often begun only because tax benefits will be 
derived. It’s clearly a case of the tail wagging 
the dog. The leading man in Paddy Chayefsky’s 
latest play, "The Latent Heterosexual,” sums up 
the current sad state of affairs by telling of the 
man "who got married to get the benefit of the 
joint declaration, got ( continued on page 13)
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Public responsibilities of the private sector
The accounting profession has earned the 
right to set accounting principles by giving con­
stant and careful attention to the elevation and 
maintenance of accounting standards. But if the 
profession is to continue to enjoy this privilege, 
it will have to redouble its efforts to meet the 
rising expectations of a better-informed public.
In a widely publicized speech about two years 
ago, J. Howard Laeri said, "Bankers, investors 
and the general public view the auditors’ respon­
sibilities in a far broader context than does the 
accounting profession. . . . Some auditors seem 
to see themselves as nonquestioning reporters, 
working within the confines of 'generally ac­
cepted principles.’ The fact is, of course, that the 
auditor is actually working for the investor. . . .”
The Securities and Exchange Commission in 
its 1966 annual report said that in the large area 
of financial reporting not covered by its rules, 
"the Commission’s principal means of protect­
ing investors from inadequate financial reporting, 
fraudulent practices and overreaching by man­
agement is by requiring a certificate of an inde­
pendent public accountant, based on an audit 
performed in accordance with generally accepted 
auditing standards, which expresses an opinion 
as to whether the financial statements are pre­
sented fairly in conformity with accounting prin­
ciples and practices which are recognized as 
sound and which have attained general accept­
ance.”
Others too have added their voices to those 
asking for a more acute awareness by CPAs of 
their responsibility to the public. In the last seven 
months I have spoken before groups of financial 
writers, financial executives, security analysts, 
women investors, accounting students, graduate 
business school students, business school alumni, 
management accountants, bankers, company 
presidents and federal government accountants. 
In each case, there was an opportunity to learn 
what representatives of the group think about 
the role of CPAs in reporting to the public. The 
predominant view of all but the management 
groups is that the accounting profession should 
accelerate its efforts to improve financial ac­
counting principles and to narrow areas of dif­
ferences in accounting practices.
Management attitudes are mixed. At a Young 
Presidents Organization meeting, one company 
president complained bitterly about the account­
ing profession’s actions that deny him the right 
to report earnings in any manner he chooses. The 
more he talked about his right to cover up a bad 
year by manipulating reported earnings, the 
more apparent became the need for tighter ac­
counting standards. He received no support 
from his fellow presidents and, in fact, made my 
point very effectively.
In response to these attitudes and expecta­
tions on the part of important segments of the 
public, the Accounting Principles Board has 
taken on the task of improving standards of 
corporate financial reporting. Along with the 
increased intensity of activity of the Board has 
come strengthened authority for its pronounce­
ments. Council added significantly to that au­
thority through its 1964 action calling for dis­
closure of departures from APB Opinions. Still 
to be considered by Council is a proposal for a 
rule of ethics requiring disclosure of departures 
from APB Opinions.
The financial press has also been influential 
in adding strength to Board pronouncements— 
through stories on the issuance of APB Opinions 
and on the way CPAs apply the Opinions in 
practice. Fortune magazine is preparing a feature 
article on accounting for inclusion in its annual 
"500” issue to be published in June. I do not 
know what it will say, but their writers seem in­
clined to write about the concentration of audit­
ing the largest corporations in eight firms, the 
work of the APB, specific cases which they be­
lieve are not in accord with APB Opinions, 
auditing fees and client pressures, and account­
ants’ legal liabilities.
The accomplishments of the Board in the last 
two years are impressive and they are full of 
public interest implications well beyond the 
limits of technical matters which for so many 
years characterized the professional pursuits of 
the Institute. For (continued on page 14)
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Institute have not fully adjusted to this change.”
The proposed bylaw revisions are designed to 
increase the Institute’s ability to make such ad­
justments in the future.
The changes preserve existing provisions affect­
ing the individual status, rights and responsibili­
ties of the members; but Council would be 
granted additional power to determine proce­
dures and organizational details of a nonsubstan­
tive nature. This would facilitate changes in the 
mechanics of operating the Institute in the light 
of changing circumstances.
In order to maintain a proper balance between 
democracy and efficiency, the revised bylaws also 
provide for a fuller participation by the member­
ship in the election of Council members.
Under present procedures, most members of 
Council are suggested by state societies, nomi­
nated by the AICPA nominating committee and 
elected at the annual meeting, which is attended 
by some three per cent of the total membership.
Under the revised bylaws, the present nominat­
ing procedures would be retained; but Council 
members, except for seven at-large members 
elected annually, would be elected by mail ballot 
of the membership in their own states. Provision 
would also be made for independent nominations 
and write-in votes. The at-large members would 
be elected by the Council.
Another proposed change would eliminate the 
existing requirement that at least one-third of the 
members vote before amendments of the bylaws 
or the Code of Professional Ethics may become 
effective. The proposed bylaws would retain the 
requirement that such amendments be approved 
by at least two-thirds of the members voting.
The revised bylaws would provide that Coun­
cil would elect Institute officers.
The executive committee would be renamed 
the "Board of Directors,” in keeping with the 
intent of the structure committee that it should 
become a true "operating board of the Institute 
with greater involvement in its decisions and the 
work of the committees.”
Senior committees and boards designated by 
the Council would be appointed by the president 
with the concurrence of the Board of Directors.
The dues increases, when coupled with the 
income produced by the Accounting Research 
Association, are expected to eliminate substan­
tial deficits which had been forecast for the next 
four years.
The anticipated deficits reflected increased 
costs due to inflation during the seven years since 
the last dues adjustment, a strengthening of the 
top level administrative and technical staff, im­
provements in the staff pension plan designed to 
attract and retain the required personnel and a 
continuing expansion of Institute services.
The dues increases would have had to be sub­
stantially larger if the Institute budget absorbed 
the costs of the accounting research program.
In the past these costs have been met by con­
tributions to the AICPA Foundation which were 
earmarked for accounting research. The contri­
butions came from a relatively few firms and 
individuals. W ith these funds nearly gone, Coun­
cil last spring approved the formation of the re­
search association, income of which would be 
used to support the accounting research program.
In another action the Council concurred in a 
decision of the executive committee to refer to 
a subcommittee a proposed amendment to the 
Code of Professional Ethics requiring disclosure 
of departures from Opinions of the Accounting 
Principles Board. The executive committee said 
that it favored adoption of such a rule at an 
appropriate time and added that the subcom­
mittee, in consultation with the ethics committee 
in an assessment of membership sentiment, will 
also consider technical problems which might 
arise in the enforcement of such a rule.
In a new format for the spring meeting, a 
report of committee and staff activities had been 
distributed to Council members before the meet­
ing. This provided time for the officers and com­
mittee chairmen to discuss significant issues, 
among them, changes in tax practice, account­
ants’ liability, a reappraisal of the short-form 
auditor’s report and the CPA’s relations with the 
federal government.
The final session of the meeting featured a 
two-part discussion on the question of permitting 
accounting firms to incorporate.
Copies of the proposed revision of the bylaws 
will be sent automatically to all members who 
indicate their intention to attend the AICPA an­
nual meeting in Washington. Single copies will 
be available to other members on request. Copies 
will be sent to all members with the mail ballot 
after the annual meeting.
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5Roundup of principal Council reports
The format of the Council meeting in Boca 
Raton differed somewhat from that of previous 
meetings. Fewer committee reports were pre­
sented. Instead, prepared talks were given on 
various topics of professional interest. The new 
format enabled Council to focus more sharply 
on the key issues before the profession and to 
discuss them in greater detail than had previously 
been possible. Summaries of the major presenta­
tions follow.
Accounting principles
Clifford V. Heimbucher, retiring chairman of 
the Accounting Principles Board, reported that 
APB activities were receiving increased atten­
tion in the press and that many of the newspaper 
accounts showed better understanding of the 
problems involved. There was some criticism, he 
said, principally running to the slow rate of 
progress, the closing of loopholes and similar 
matters, but on the whole, reaction to the APB’s 
work was favorable.
Whether their comments are friendly or ad­
verse, it is clear that financial writers now take 
it for granted that accounting principles are the 
responsibility of the APB.
Mr. Heimbucher said that in October 1964 the 
stature of the APB had been increased through 
Council’s adoption of recommendations for dis­
closure of departures from APB Opinions. The 
Board itself was reorganized and additional staff 
assigned to it. This permitted a stepped-up level 
of output with the result that two-thirds of all 
the Board’s Opinions have been issued in the last 
three years.
Mr. Heimbucher offered two suggestions for 
improving the Board’s operations. The first was 
that the staff assigned to the Board should be 
increased to include assistants to its subcommit­
tees. He said also that the Board should be re­
stored to its original number of 21 members. The 
reduction to 18 was conceived when the APB was 
acting as a committee of the whole, but now, 
because of the Board’s revised structure, more 
members are needed for the various subcom­
mittees.
As for the exposure of draft Opinions, Mr. 
Heimbucher noted the need for wider and earlier 
distribution of the Board’s tentative ideas, per­
haps in outline form, to representatives of gov­
ernment and industry, as well as to other inter­
ested persons. This would assure that the Board 
is not functioning in an ivory tower and would 
obtain a pretesting of its ideas in terms of existing 
situations. He recommended also that official 
studies should be made in formal co-operation 
with other groups, such as financial analysts, 
bankers and teachers. Each of these could then 
have a voice in the formulation of the principle 
involved.
Mr. Heimbucher recalled the debate four years 
ago regarding the authority of APB Opinions, 
when the argument was over rules vs. judgment. 
It is now quite clear that reduction of areas of dif­
ference can be achieved without forcing audi­
tors into a rigid mold that leaves little room for 
the exercise of professional judgment. In con­
clusion, Mr. Heimbucher said that many hard 
decisions had been made and many strong posi­
tions taken and many more still lay ahead of the 
profession in its efforts to solve a major social 
problem.
Management services
Jordan L. Golding, chairman of the committee 
on management services, said that although 
CPAs have long practiced the art of consulting, 
it has only recently become an integral part of 
their professional services. He believes that the 
demands for specialization will increase, pre­
senting CPAs with opportunities to widen their 
scope of practice.
Mr. Golding said that unfortunately many 
CPA firms seem to be leaving data processing 
and computer advice to others, thus letting pass 
many opportunities for expanding services. Even 
in some larger firms which are equipped to per­
form such services, the audit staff may not rec­
ognize client needs and consequently may not 
make the recommendations necessary to improve 
client operations.
Mr. Golding said that management services 
engagements should always be on a formal basis, 
and should not consist merely of giving casual 
advice.
He expressed the opinion also that the con­
tinued advancement of management services 
will enable the profession to attract more and 
better recruits.
Taxation
Donald T. Burns, chairman of the committee 
on federal taxation, said that the position of the
6CPA in tax practice, confirmed by the revision 
of Treasury Department Circular 230 and the 
Agency Practice Act of 1965, is now firmly es­
tablished. Relations with the American Bar As­
sociation, particularly its section on taxation, are 
excellent.
He expressed the hope that Tax Responsibility 
Statement No. 5 will be completed and issued in 
acceptable form and that the program of tax 
responsibilities will continue.
Chairman Burns also outlined current legis­
lative activity concerning the status of the Tax 
Court and the handling of small claims.
Short form report
The chairman of the committee on auditing 
procedure, Joseph L. Roth, reported on the pro­
posed revision of the short form report. The 
present short form report, he said, is concise, pre­
cise and firmly established. The principal diffi­
culty is that those who read the report under­
stand it differently from those who write it. Mis­
conceptions about the meaning of the standard 
language extend to stockholders, reporters and 
analysts. It is clearly not a good communications 
device; and since the auditor’s opinion should be 
clear to any intelligent reader, revision seems 
called for. In its revised form, the report should 
be understandable to laymen without reference 
to professional accounting literature.
Certain troublesome phrases, Mr. Roth said, 
like "generally accepted accounting principles” 
and "present fairly,” require particular atten­
tion, but the problem of revision cannot be 
solved by modifying individual phrases. It has 
been suggested also that the opinion paragraph 
is not sufficiently tied into the scope paragraph.
These and other problems are now under con­
sideration. Any revision in the short form opinion 
will receive wide exposure to industry, govern­
ment, academicians and others before it is finally 
adopted.
The CPA and his government
Herman W . Bevis, chairman of the commit­
tee on relations with the federal government, 
said that the programs of the accounting pro­
fession should be based on the reality that gov­
ernment is deeply involved in our economic life.
CPAs should do everything they can to im­
prove the efficiency and economy of federal pro­
grams, regardless of whether or not they approve
the programs. Much of the help needed by the 
federal government lies within the competence 
of CPAs. Needed each year are about 51,000 in­
dependent audits and they are growing in scope 
and volume. There is even some danger that 
government agencies may demand a more de­
tailed examination than can be justified by 
benefits.
Consulting engagements may also bring the 
expertise of the CPA to government problems.
CPAs may even enter government service for 
three or four years, as do many lawyers. Mr. Bevis 
suggested that the AICPA might maintain a 
roster of members willing to enter government 
service. Valuable service can also be rendered 
by CPAs who devote their entire careers to gov­
ernment.
Mr. Bevis expressed the opinion that CPAs 
should avoid the common misconceptions about 
government, including the notion that govern­
ment is the refuge of the indolent and the incom­
petent. There are in fact, he said, a remarkable 
number of first rate people on the government 
payroll. CPAs should get to know and under­
stand government employees. If they do, a mu­
tual respect will be fostered.
Education and experience
Elmer G. Beamer, chairman of the committee 
on education and experience requirements for 
CPAs, gave a progress report on his committee’s 
work and expressed its views, which were still 
tentative. There was general agreement that 
more than an undergraduate education would be 
needed by CPA applicants, but there was some 
disagreement over the complex issue of the ex­
perience requirement.
At present, the majority of the committee 
favors the granting of a CPA certificate to a can­
didate who has completed his education and has 
passed the examination, but requiring experi­
ence in order to obtain a permit to practice pub­
lic accounting. Many CPAs in private and gov­
ernment sectors are not interested in obtaining 
a license.
The Common Body of Knowledge, as out­
lined in Horizons for a Profession, should be ac­
cepted as a basis for determining educational re­
quirements. The CPA certificate would be evi­
dence of demonstrated competence of profes­
sional quality in the discipline of accounting.
The percentage of ( continued on page 11)
An Important New Looseleaf Reference 
Now Available to AICPA Members
APB ACCOUNTING PRINCIPLES
A  Continually Updated Subscription Service 
Covering All APB Opinions and Statements as Well as 
Accounting Research Bulletins Currently in Effect
M
e m b e r s  o f  t h e  a m er ic a n  in s t it u t e  are certain to welcom e this 
new looseleaf edition which brings together— in convenient refer­
ence form — all of the currently effective A RBs and A PB pronouncem ents 
on accounting principles, with special provisions for keeping this impor­
tant material up to date on a continuing basis in the future.
The need for this kind of updated reference has grown considerably in 
recent years, particularly with the issuance of new Opinions and State­
ments by the Accounting Principles Board and the extent to which they 
have modified or superseded earlier pronouncements.
The APB Accounting Principles looseleaf reference now puts this grow­
ing body of official literature in more manageable and readily usable 
form. Prepared by the Institute staff and published for the Institute by Com­
merce Clearing House, Inc., the service will make it possible for you and 
members of your staff to locate pertinent accounting principles governing 
specific subjects quickly and with complete assurance that you are working 
with materials that reflect latest A PB pronouncements.
What the Service Includes
Immediately upon subscribing to APB Accounting Principles, you will 
receive two looseleaf volumes. Volume One will bring you all of the pro­
nouncements which are currently effective— as amended by the A PB—  
organized by subject, fully indexed and cross referenced. Volume Two will 
bring you the Accounting Research Bulletins (beginning with No. 4 3 ) ,  
Accounting Terminology Bulletins and A PB Statements and Opinions as 
they were orginally issued.
In the course of the subscription period, you will receive— each time a 
new A PB Opinion or Statement is issued— copies of the new pronounce­
ment, revised index pages, and complete filing instructions for adding 
and/or deleting pages to keep both volumes up to date.
Special Member Discount Price
The APB Accounting Principles looseleaf service is available to mem­
bers of the American Institute for a three year subscription term— June 
1968 through May 1971— at the special price of $35. (The same service 
will be offered to non-members by Commerce Clearing House at a con­
siderably higher price.)
See Reverse Side for a Complete Description of the Service
APB ACCOUNTING PRINCIPLES Includes These Important Features
VOLUME 1— Contains all pronouncements of the Accounting Principles Board 
which are currently effective, with changes recognized by appropriate amendments 
and deletions in the text. The contents are arranged topically according to the follow­
ing major headings (marked by tab guides) with subtopics and paragraphs specially 
numbered for convenient reference.
Financial Accounting—General 
Financial Statement Presentation 
Revenue and Expense 
Assets
Also includes a comprehensive “key word” topical index as well as three appendixes 
which list and cross-reference the pronouncements themselves, the section numbers 
in Volume 1, and the major changes in the pronouncements which have taken place 
since ARB No. 43 was issued in June 1953.
VOLUME 2— Reprints, in looseleaf form, Accounting Research Bulletins 43-51, 
Accounting Terminology Bulletins 1-4, and all APB Opinions and Statements. The 
material is arranged in numerical order. This volume will be especially useful when 
a new pronouncement has replaced one in Volume 1 but its effective date indicates 
that it does not cover a current fiscal period.
CURRENT REPORTS— Whenever a new APB Opinion or Statement is issued, 
subscribers will receive copies of the new material together with easy-to-follow 
instructions for adding and deleting pages in both volumes. Changes in earlier pro­
nouncements will be reflected in Volume 1 by the replacement of pages so that its 
contents will be kept up to date for current reference.
PAPER BOUND EDITION OF APB ACCOUNTING PRINCIPLES ALSO AVAILABLE
Materials in Volumes 1 and 2 of APB Accounting Principles are also being 
made available in permanently bound volumes. This paper bound edition, 
which does not include the updating subscription service, will be published 
annually if there is sufficient demand. The special price to members for the 
1968 two-volume set is $8.00.
DISCOUNT SUBSCRIPTION ORDER FORM — FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please enter our subscription to A PB A ccounting P rin ciples  for 
the period June 1968 through May 1971 at the special A IC PA  member discount 
price of $35.
□  PAYM ENT ENCLOSED □  PLEASE SEND BILL
M EM BER’S NAM E___________________________________________________________________________
FIRM _________________________________________________________________________________________
ADDRESS____________________________________________________________________________________
C ITY__________________________________________STATE_______________________ ZIP_____________
□  Check here if you wish to order_______ two-volume sets of the paper bound 
APB A ccounting P r in ciples— 1968 at $8.00. (Does not include continuing 
subscription service.) 
NOTE: If several subscriptions are being ordered for different individuals, 
please provide their names and addresses on a separate sheet.
Please add 5 percent sales tax in New Y ork  City. Elsewhere in 
New Y ork  State, add 2 percent state tax  plus local tax  if applicable.
Liabilities and Deferred Credits 
Capital
Special Industry Applications
New Publication Announcement
Management of an Accounting Practice 
Bulletin No. 24:
Planning for the Future 
of an Accounting Practice
This newest M AP bulletin discusses in detail the formal planning steps 
that a CPA firm should take to insure its survival and growth.
In order to plan realistically, the management must first compile and 
analyze various kinds of historical data relating to the firm. It must then 
give consideration to the external forces of change that could affect future 
practice. Against this background, the firm can establish the specific goals 
which will amplify and reinforce the general, long-range goal.
Whatever the interim goals (e.g., staff growth, fee increases, rise in 
productive hours), they require a system of regular reports which will 
measure actual progress against the plan. The bulletin gives strong em­
phasis to the use of these reports in periodically updating the plan and 
adjusting it where necessary.
A helpful case study of a hypothetical accounting firm is appended. It 
outlines a sample five-year plan that includes such important objectives 
as development of the professional staff . . . acquisition of new clients . . . 
expansion of management services . . . improvement of public and client 
relations. . .  and overall growth in size, efficiency, scope and profitability.
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N.Y. 10019
Gentlemen: Please send, postpaid, the publications indicated below:
__________ M A P N o. 2 4 : PLA N N IN G  FO R  T H E  F U T U R E  O F AN  A C C O U N TIN G
P R A C T IC E  (0 4 4 4 )  at $2 .00
__________ POST B IN D E R  for M A P bulletins (0 4 3 3 )  at $3 .50
Also send Bulletins N o s.___________________________ at $2.00 per copy.
M E M B E R ’S N A M E _________________________________________________________________________
F IR M ________________________________________________________________________________________
(if part of mailing address)
ADDRESS.___________________________________________________________________________________
C IT Y _________________________________________S T A T E ______________________ZIP_____________
*AICPA Member Discount— AICPA publications are available to members at 
a 20% discount. The minimum order subject to this discount is $2.50. If your 
order totals $2.50 or more, please deduct 20% from the list prices shown.
(Please add 5 percent sales tax in New Y ork  City. Elsewhere in New Y ork  State, 
add 2 percent state tax plus local tax if applicable.)
SEE REVERSE SIDE FOR A LIST OF EARLIER BULLETINS STILL AVAILABLE
These Earlier Management of an Accounting Practice 
Bulletins Are Still Available
No. 14: Basic Financial Reporting for Accounting Firms (0434)
No. 14d: Revenue and Expenses of Accounting Firms (0429)
No. 15: Fee Determination, Costing and Budgeting for Accounting 
Firms (0435)
No. 16: The Difficult Art of Managing Your Time (0436)
No. 17: Advanced Planning for Continuation of a Practice (0437)
No. 18: Application of Data Processing to the Management Require­
ments of Accounting Firms (0438)
No. 19: Retention of Records in Offices of CPAs (0439)
No. 20: How to Improve Staff Member Motivation (0440)
No. 21: The Process of Communication in Public Accounting (0441)
No. 22: Purchase, Sale and Merger of Small Accounting Firms (0442)
No. 23: Record Filing in Accounting Offices (0443)
Each Bulletin $2.00 Post Binder $3.50
(See AICPA Member Discount note on other side)
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public practitioners among CPAs is dropping 
each year and the committee expects that the day 
will come when the experience requirement will 
be abolished altogether. Until then it recom­
mends that the CPA certificate should be issued 
after education and examination and that the 
permit to practice should be granted only after 
the experience requirement has been met.
Professional development
A. Waldo Sowell, Jr., chairman of the board 
of managers of the professional development 
program, reviewed the early history of the PD 
program and said that the program stands at 
the threshold of a period of growth in which it 
can fulfill the professional development require­
ments of all firms.
In the past eight years, the number of enroll­
ments in PD courses has increased tenfold. Nev­
ertheless, Mr. Sowell said, the program is still 
reaching only a small percentage of its market.
W hile recognizing the difficulties of launching 
a successful PD program, Mr. Sowell said that 
the profession’s goal will not have been achieved 
until every person in public practice is engaged 
in his own professional development effort.
Corporate practice
Arthur Dixon, chairman of the New York 
State Society ad hoc committee on corporate 
practice, said that in February 1968 his commit­
tee reported a position in favor of incorporation 
for accounting firms, with limited liability for 
all stockholders and a requirement that such cor­
porations carry liability insurance. The New 
York State Society of CPAs has the recommen­
dation under consideration but has not yet acted 
on it.
The committee based its view on the liability 
effects and possible tax advantages. The com­
mittee did not think incorporation would affect 
enforcement of ethical standards.
After a careful study of possible public rela­
tions effects, the New York State Society com­
mittee concluded that if incorporation of profes­
sional practices strengthened the economic po­
sition of the profession, the good PR effects 
might outweigh the bad.
Matthew F. Blake, member of the AICPA ex­
ecutive committee, said that the repeal of the 
prohibitions against practice in corporate form 
would not necessarily provide limited liability,
and he raised a question as to whether the alleged 
benefits would be worth the effort. He doubted 
whether any survey of clients could accurately 
predict the public relations effect. He said that 
an adverse decision in a lawsuit, which could 
wipe out a professional corporation, might hurt 
the individuals concerned even more than if they 
had been in partnership.
Mr. Blake said that if incorporation is per­
missive, as is proposed, some firms might be at 
a competitive disadvantage unless all incorpo­
rated. He concluded that the incorporation of 
professional practices was not likely to produce 
the advantages claimed for it.
Professional ethics
The committee on professional ethics is mak­
ing a start toward restating the Code of Profes­
sional Ethics in more positive terms, according 
to Chairman Thomas D. Flynn. The present Code 
deals mainly with what CPAs may not do and 
while a negative Code does set a lower limit on 
professional conduct, it does not make a com­
mitment to the public about what CPAs should 
do.
The preamble of the present Code, which is 
positive but brief, is not a legally enforceable 
part of the Code. In any event, it is greatly over­
shadowed by negatively stated rules. The com­
mittee intends to overcome this difficulty by an 
approach which will emphasize CPAs’ obliga­
tions to clients and the public. This will be ac­
complished by incorporating in the Code explan­
ations of why each of the ethical precepts was 
adopted.
Other speakers on program
Miss Dorothy Willard, president of the Na­
tional Association of State Boards of Account­
ancy, brought greetings from that organization 
to the Council meeting. Frank S. Kaulback, Jr., 
addressed the meeting on behalf of the Ameri­
can Accounting Association, of which he is presi­
dent.
Andrew Barr, chief accountant of the Securi­
ties and Exchange Commission, discussed joint 
efforts by the AICPA and the SEC in solving ac­
counting problems.
After reviewing co-operative efforts by APB 
and SEC to improve financial reporting, he said 
that one of the most serious problems still to be 
resolved was accounting for mergers and acqui­
sitions.
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Professor Fritzemeyer joins Institute staff
Professor Joe R. Fritzemeyer, CPA, chairman 
of the department of accounting in the College of 
Business Administration at the University of 
Iowa, is joining the American Institute of CPAs 
as assistant to Executive Vice President Leonard 
M. Savoie.
Mr. Fritzemeyer, who holds a Doctor of Busi­
ness Administration from Indiana University, 
was a research assistant in 1960 for the Institute 
publication, Accounting Trends and Techniques. 
He has served as secretary-treasurer of the 
American Accounting Association.
New members for APB
Council elected LeRoy Layton (Main Lafrentz 
& Co., New York) to succeed Clifford V. Heim­
bucher as chairman of the Accounting Principles 
Board. Mr. Heimbucher served for three years 
in the post. Louis M. Kessler (Alexander Grant 
& Company, New York) was elected to fill 
Mr. Heimbucher’s unexpired term. J. S. Seidman 
(Seidman & Seidman, New York) was elected 
to complete the term of John K. McClare and 
George W att (Price Waterhouse & Co., New 
York) was elected to fill the unexpired term of 
John Biegler.
NEW DUES SCHEDULE
A new AICPA membership dues schedule was approved by Council with minor revisions. It 
goes into effect September 1. The new schedule was compared with the old in The CPA in March 
(see also p. 1).
1. Partners or Practitioners
Members at the beginning of the fiscal year 
engaged in public accounting practice as 
partners or individual practitioners
2. Educators and Government
Members whose principal occupation at 
the beginning of the fiscal year is employ­
ment by recognized colleges or universities 
or by government
3. Others
Members, at the beginning of the fiscal 
year, employed as staff accountants, or in 
industry, or other occupations not speci­
fied in paragraphs ( 1) and (2 )
4. Retired
Members, who at the beginning of the 
fiscal year shall have been members for at 
least 15 years, shall have retired from prac­
tice or other work, and have notified the 
Institute of these facts.
Length of Time 
CPA Certificate 
Held
3 years or less 
over 3 thru 6 years 
over 6 thru 10 years 
over 10 years
3 years or less 
over 3 years
3 years or less 
over 3 thru 6 years 
over 6 thru 10 years 
over 10 years
New
Dues
Schedule
$30
45
60
75
$20
25
$20
25
30
35
$10
5. International Associates $30
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Writers attend seminars
Financial and business writers joined CPAs 
for seminar discussions early this month in 
Atlanta and Los Angeles. The seminars were the 
latest in a joint series by the AICPA and state 
societies to help writers achieve better insights 
into the functions of a CPA in the business 
community.
Leonard M. Savoie, AICPA executive vice 
president, moderated a panel discussion in At­
lanta on the nature of the accounting function.
Other CPAs at the two-day discussions were: 
Andrew Barr, chief accountant of the SEC; Al­
bert J. Bows, former chairman of the AICPA 
auditing procedures committee; Patrick J. Dowd, 
vice president and treasurer, Monsanto Com­
pany; Drew Fuller, president-elect of the Georgia 
Society of CPAs; Claude Hamrick, Jr., a member 
of Council of the Institute; LeRoy Layton, newly 
elected chairman of the Accounting Principles
Stone ( from page 2 )
divorced to maintain his Liechtenstein tax status, 
and finally killed himself on the advice of his 
accountant.”
In 1964, just before he resigned his position 
as Commissioner of Internal Revenue, Mortimer 
Caplin recommended that we move toward a tax 
structure with a 10-15 per cent tax rate and with 
virtually all exemptions and deductions elimi­
nated. That same year, Senator Russell Long 
proposed the "no deduction” route as an optional 
method of computing tax. Unfortunately, his 
proposal complicates rather than simplifies, since 
it would require taxpayers to compute taxes by 
two methods in order to determine which would 
result in the lower tax. To my way of thinking, 
there should be a single simplified method not 
another option.
W hile the above comments are addressed 
largely to the taxation of individuals, corporate 
and fiduciary taxation are just as much in need 
of reform.
W hat is needed is an in-depth study of our 
federal tax structure. Surely a group of tax and 
fiscal experts could devise a better means by 
which income tax revenue can be collected. The 
amazing speed with which the recommendations 
of the President’s Budget Commission were
Board; and Roy Wilhelmsen, president-elect of 
the Missouri Society of CPAs. Fifteen newspaper 
and magazine writers from the Southeast took 
part.
In Los Angeles, Marvin L. Stone, AICPA pres­
ident, spoke to 50 members of the Society of 
American Business Writers on the "Anatomy of 
the Annual Report.”
Robert S. Warner, president of the California 
Society of CPAs, and Mr. Wilhelmsen joined Mr. 
Stone in a panel discussion on reporting stand­
ards.
Mr. Stone cautioned the writers that the earn­
ings-per-share figure in the annual reports is not 
an exact figure but one which depends upon 
various accounting judgments.
Similar seminars, held in other cities in recent 
months, have resulted in more in-depth writing 
of the work of CPAs.
adopted suggests the use of a similar commission 
to study the tax structure. CPAs could perform 
a valuable service with such a group just as was 
done on the Budget Commission.
The Institute’s committee on federal taxation 
is considering an overall examination of the in­
come tax structure. The committee has always 
rendered yeoman service to Congress and the 
Treasury Department by giving technical advice 
on tax legislation and related matters. However, 
the advice has normally dealt with substantive, 
procedural and administrative matters and has 
not regularly dealt with policy matters. The In­
stitute may have found it advisable to avoid such 
controversial topics during its formative years. 
Such reticence now is wholly inappropriate for 
a mature organization which occupies a position 
of leadership and which aspires to distinction. 
It is my personal feeling that the committee 
should offer advice as well on the more contro­
versial matters of tax policy.
Obviously, useful advice will require substan­
tial research, possibly in co-operation with other 
groups. Nevertheless, we should not shrink from 
the task either because of its magnitude or its 
controversial nature. Stepping up to hard deci­
sions on matters of controversy is a responsibility 
of leadership.
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Savoie (from page 3 )
example, the Board has taken charge of earnings 
per share calculations— a move which plainly 
serves the public interest. In a forthright manner, 
the Board broadened responsibilities of CPAs by 
calling for earnings per share figures on income 
statements. Until recently, the profession had 
largely ignored the public’s need for refined earn­
ings per share standards. Many in the profession 
took the position that this was not our concern, 
but belonged more properly in the area of finan­
cial analysis. Greatly increased emphasis on earn­
ings per share, and related times-earnings ratios, 
focused attention on the lack of standardization 
in computations and occasional abuses in pres­
entation.
The APB was also in the right place at the 
right time in defining residual securities and in 
calling for supplementary disclosure of pro 
forma earnings per share that would result from 
dilution arising through conversion of converti­
ble securities and exercise of options and war­
rants. Not every one likes the APB position. One 
listed company having convertible notes, con­
vertible preferred, stock options and warrants 
has taken three full pages in its 1967 report to 
denounce the Board. But they do agree that per 
share earnings figures will hereafter be reported 
on the APB basis.
A professor friend, who is an accomplished 
needier, tells me we should give up trying to 
specify how to compute earnings per share, as 
the aggressive and imaginative promoter will 
always be ahead of us in devising new securities 
that enable him to show a rising earnings trend. 
Convertible preference stock with an accumulat­
ing conversion rate was just a start. The latest is 
a class AA stock offered to common stockholders 
on a 1 to 1 basis, which is convertible back into 
common at increasing rates beginning at .75 to 1 
and rising to 1.50 to 1 in 1980, and with no cash 
dividend but a 3% annual accumulating stock 
dividend. The professor is right in saying that 
the promoters are ahead of us, but at least we 
have them thinking harder.
Setting standards is not the only major area of 
public responsibility of the profession. It is just 
as vital to have the independent CPA observe 
these standards. Unless APB pronouncements 
are adhered to by Institute members, the Board 
has achieved a hollow victory.
Each forward step serves to reveal remaining
inadequacies, both in the establishment of stand­
ards and in carrying them out. For example, in 
dealing with the subject of earnings per share, 
the APB strongly recommended the disclosure of 
earnings per share figures on the face of income 
statements. Large numbers of companies, pre­
sumably at the urging of their auditors, adopted 
this presentation in 1967 annual reports. Un­
fortunately, there are also large numbers of 
companies which did not respond to the recom­
mendation. W e have no indication as to whether 
the resistance came from the companies or from 
their auditors. Whatever the source, outside ob­
servers interpret this situation as widespread vio­
lation of an APB Opinion, and they are asking 
what we are going to do about it.
It is plain that the Board will have to rely less 
on "suggestions” and "recommendations,” if it 
is to fulfill its public responsibilities. On the 
specific matter of earnings per share, I am hope­
ful that the Board in 1968 will change the words 
"strongly recommends” to "should.”
In addition to deviations from the spirit of 
Board pronouncements in the case of earnings 
per share, there is occasional evidence of the use 
of loopholes to evade the intent of the Board. 
Let me cite some specifics.
• Here is one brought to my attention by a 
Harvard Business School professor of finance. 
The annual report of a large company contains 
a footnote describing a change in vacation pay 
policy which caused a charge for vacation ex­
pense, in addition to the normal cost of vacations 
paid, in excess of 10% of 1967 income. The 
expense is included in income before extraordi­
nary items.
Although disclosure in the footnote is made, 
the same footnote describes an offsetting credit 
of nearly the same amount arising from reversal 
of reserves for incentive compensation and ad­
justment of deferred income taxes. The professor 
who brought this to my attention considers this 
to be a glaring example of profit manipulation 
and substandard reporting even though disclo­
sure reveals enough of what happened to permit 
telling this story. Whether or not there is a loop­
hole that permits this kind of reporting, there is 
no doubt that the public— the informed public 
— believes it is poor reporting.
• The partner in charge of research at a lead­
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ing investment banking house thinks that an­
other annual report violates APB Opinion 9. In 
it earnings per share figures are not given on the 
income statement, but they are presented in the 
highlights section, in the historical summary, 
and in the text of the president’s letter. But none 
of these figures relates to the net income shown 
on the income statement! To compound the con­
fusion, three figures appearing in the income 
statement above net income start out with "net 
earnings.” There are "net earnings from opera­
tions,” "net earnings before provision for income 
taxes,” and "net earnings before extraordinary 
items.” Total and per share amounts for this last 
caption, redesignated simply as "net earnings,” 
are all that appear in highlights and the presi­
dent’s letter. Is there a violation here of APB 
Opinion 9, especially for a company which has 
had extraordinary charges in each of the last 
four years? A well-informed security analyst 
thinks there is. This is the very kind of reporting 
the Opinion is intended to prevent.
• In another case, a highly respected invest­
ment advisory service noted that the reported 
1967 earnings of a company indicated it had 
just completed its most successful year, but that 
this conclusion may be superficial. It went on to 
note that dividends from unconsolidated subsidi­
aries declined, so that consolidated earnings, if 
reported, would have shown a decline from 1966 
of some 22% . This example was picked up by a 
financial columnist in a leading daily newspaper, 
who questioned whether the company’s ap­
proach to its earnings statement fitted APB 
Opinion 10, which calls for equity accounting 
for unconsolidated subsidiaries. The writer also 
questioned a change in the company’s auditors 
in 1967.
This case reveals the strong light of public 
opinion which is shining on financial reporting. 
It also suggests some highly competitive relation­
ships among CPA firms.
Not many years ago, the public would prob­
ably not have questioned the kind of accounting 
that is demonstrated in these examples. But it 
does not take many of them to drive home the 
point that the public is now interested in ac­
counting and the public will demand establish­
ment of higher standards and adherence to them. 
A profession in which members ignore profes­
sional pronouncements is, I submit, in real
trouble. If standards are being violated for com­
petitive reasons, a question may very well be 
asked whether accounting is a profession or a 
business.
I am convinced that the profession must not 
let up in its efforts to improve accounting and 
reporting standards. Furthermore, it must not 
equivocate but must spell out flatly what is re­
quired. Experience shows that suggestions and 
recommendations will not do the job.
Beyond that, there appears to be need for a 
reporting surveillance carried out by the profes­
sion itself.
Financial analysts, business writers and bank­
ers can be counted on to step up their actions in 
bringing to light deficiencies in financial report­
ing. But it is surely unbecoming to a profession 
to rely on others for the policing of its standards.
The practice review concept is still a good one 
and it should be continued. But new ways should 
be devised to make it more effective. Members of 
the Institute could help in the self-discipline of 
the profession by referring cases to the practice 
review committee. The committee and its staff 
cannot do the job alone.
The public aspects of the professional prac­
tice of accounting have never been of greater im­
portance than they are today. W e have our work 
cut out for us at the professional organization 
level and at the practicing level, if we are to 
continue to warrant the public trust in our pro­
fessional services and keep the accounting func­
tion in the private sector.
Trial Board members elected
Seven members of the Institute’s Trial Board 
were elected by Council to replace those whose 
terms had expired. The new members will serve 
for three-year terms beginning May 31, 1968.
They are:
Claude M. Hamrick, Jr., Napier, Hamrick & 
Company, Atlanta, Georgia; Ralph S. Johns, 
Haskins & Sells, Chicago; C. Hunter Jones, Mit­
chell, Wiggins & Company, Richmond, Virginia; 
Frederick H. Kelley, Jr., Hurdman and Cran­
stoun, New York; Chris H. King, Arthur Young 
& Company, Birmingham, Alabama; David F. 
Linowes, Laventhol, Krekstein, Horwath & Hor­
wath, New York; and Harry C. Zug, Lybrand, 
Ross Bros. & Montgomery, Philadelphia.
Medal to be awarded to John Queenan
John W . Queenan, former president of the 
AICPA, will receive the Gold Medal for Dis­
tinguished Service at the Institute’s annual meet­
ing in Washington, D. C., October 14.
Announcement of the decision to honor Mr. 
Queenan was made by J. T . Koelling, chairman 
of the AICPA awards committee, at the spring 
meeting of Council.
ARA plans membership drive
The Accounting Research Association has set 
a membership goal of 3,000 in all classifications 
for 1968. Matthew F. Blake, association presi­
dent, made the projection at the spring meeting 
of Council in Boca Raton, Florida.
Mr. Blake reported that at April 15, six and a 
half months after the ARA was founded, it had 
a total of 2,425 members.
He said that the major effort in the member­
ship drive "will be directed at accounting firms 
and practitioners, who stand to benefit most di­
rectly from the research program. But nonprac­
ticing CPAs will not be ignored because we
believe their support of . . . total accounting 
research is essential to the program’s success.” 
Mr. Blake pointed out that the primary pur­
pose of the ARA was to finance the "important 
work of the Institute’s accounting research divi­
sion and the significant functions of the Account­
ing Principles Board.”
He added that in the long range program 
envisioned by the association "we foresee oppor­
tunities for mounting a full-scale program of 
research, embracing not only financial account­
ing, but auditing, taxation and tax accounting, 
management information systems and manage­
ment of accounting practice.”
He said that such research would advance on 
these three fronts:
• Basic research to develop new knowledge
• Applied research to put both existing and 
newly acquired knowledge to work on specific 
practical accounting problems
• Codification research to classify the cumula­
tive knowledge of the profession and to stand­
ardize it for use in professional practice, educa­
tion and training.
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Personal financial statement guide issued
The AICPA committee on personal financial statements has issued a booklet, 
"Audits of Personal Financial Statements,” to provide guidance to independent 
auditors in examining and reporting on personal financial statements of an 
individual or a group of related individuals.
In the preface to the booklet the committee notes that "the benefits of an 
independent auditor’s report on personal financial statements are becoming 
increasingly recognized by credit grantors, public officials or candidates for 
public office and the general public.
"Yet, there has been little authoritative literature to which independent 
auditors might turn for guidance, and consequently, the form and content of 
personal financial statements and the auditors’ reports thereon have varied 
widely,” the authors of the booklet said and added:
"The principal purposes and objectives of this audit guide are:
• To recommend the form and content of financial statements for an indi­
vidual or a group of related individuals, and the presentation of certain financial 
information.
• To recommend disclosures to be made in personal financial statements.
• To discuss some of the more unusual aspects of auditing and reporting 
on personal financial statements.
• To provide a set of illustrative financial statements." (continued on p. 9 )
Booklet designed to aid recruiters
The Institute this summer is publishing a booklet to assist small and medium- 
sized CPA firms in conducting systematic recruiting programs. The booklet, 
"How to Hire Staff Assistants in Public Accounting Firms,” was prepared 
under the direction of the Institute’s ad hoc committee on staff recruiting.
In an introduction, John L. Carey, AICPA administrative vice president, said 
that the booklet would fill a need expressed by many Institute members.
"The professional accountant,” Mr. Carey said, "is generally an amateur 
in personnel relations. Yet he is forced to forsake his clients for part-time forays 
into an arena swarming with hungry professional ( continued on p. 9)
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In the preparation of financial statements, ac­
countants have traditionally concerned them­
selves with the presentation of historical data. 
Users of financial statements, on the other hand, 
are concerned mainly with the future. To the user, 
historical data are of interest primarily as indica­
tors of probable future trends.
Conscientious forecasting requires a thorough 
understanding of historical data and reasonable 
perception of possible factors which will affect 
future operations. Applying future assumptions 
to historical data is then simply arithmetic. De­
spite the fact that accountants are the persons best 
qualified to interpret the past and its relationship 
to the future, users of financial statements must 
usually make this interpolation themselves. Even 
if users of financial statements have the ability to 
make such projections, they rarely have access to 
all of the information which is available to those 
w ho prepare the statements.
Businessmen, investors, credit grantors and 
other users of financial statements all thirst for 
reliable forecasts. Yet the accountant eschews 
forecasting as though it were a sinister black art. 
Forecasting is indeed an art, but modern tech­
niques make it an art far removed from crystal 
ball gazing and astrology.
During the 1967 AICPA Annual Meeting in 
Portland, Ezra Solomon, noted economist and 
consultant, spoke of the accounting profession’s 
unique position at the "valvehead of all financial 
information.” He suggested that this unique posi­
tion coupled with the profession’s reputation for 
integrity opened untold opportunities for future 
service and growth. Solomon noted the great 
need for reliable forecasts and suggested that the 
accounting profession is well qualified and 
ideally situated to meet the need. His comments 
reiterate a number of similar recommendations
made by distinguished consultants from other 
disciplines during a series of in-depth interviews 
conducted several years ago by the Institute’s 
committee on long-range objectives. Some of 
those recommendations are summarized in John 
Carey’s book, The CPA Plans for the Future.
Of course, CPAs do assist clients in the prep­
aration of budgets and other forecasts. However, 
Rule 2.04 of the Institute’s Code of Professional 
Ethics (together with counterpart state rules) 
prohibits a CPA from vouching for the accuracy 
of any forecast. While Opinion No. 10 of the 
committee on professional ethics acknowledges 
the fact that CPAs do assist their clients in the 
preparation of pro forma statements and other 
forecasts, the prohibition against vouching for 
their accuracy unquestionably dissuades CPAs 
from undertaking many engagements in which 
forecasting is involved and certainly deters clients 
from seeking CPA assistance when they desire 
opinions on future events.
By way of example, the Colorado business 
community decided two years ago to commission 
a study of the state’s skiing industry. The study 
was to include a comprehensive survey of finan­
cial and other statistics, but the primary objective 
was to be a projection of the industry’s probable 
future growth pattern. Numerous organizations 
were considered for the job, including at least two 
CPA firms. Although the CPA firms were well 
qualified to perform the engagement, they felt 
that they should make known their inability to 
express an opinion on the report which would 
result. Largely because of this fact, the CPA firms 
were removed from consideration for the en­
gagement.
I cite this example not as a clinching argument 
that CPAs should be permitted to express opin-
( continued on page 11)
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3The accounting profession is now aroused to 
the task of improving financial communications.
After a slow start, the Accounting Principles 
Board is doing its job rapidly and courageously. 
But the more the accounting profession does to 
improve financial reporting, the brighter the spot­
light shines on other areas of reporting which 
may appear to be misleading— and on the respon­
sibilities of other groups.
A landmark decision
Responsibilities of management for financial 
reporting are very real. Anyone doubting this 
need only read the recently issued decision of 
Judge McLean in the landmark case of Escott 
vs. BarChris Construction Corporation, which 
treats Section 11 of the Securities Act of 1933 
more extensively than any case reported so far.
The judge determined the liability of the vari­
ous defendants in this action, including the inde­
pendent auditors. Lawyers tell us that the deci­
sion has greater implications for other groups 
than for auditors.
The liability of officers and directors of the 
issuer, underwriters, and the legal counsel— who 
was also a director— arose from information in 
the prospectus that was not covered by the opin­
ion of independent auditors.
Although this case stems from a particular 
securities act, it serves as an excellent reminder 
to officers and directors of their responsibility for 
all financial reporting.
Information gap
Discrepancies between audited information 
and unaudited presentations should be of great 
concern to officers and directors. Too often there 
is a gap between what auditors say and what 
management says. It would be unfortunate if this 
gap widens or even if it is permitted to continue. 
Business writers are finding situations like this 
newsworthy. Add this to the pressure of the SEC 
and the stock exchanges and management’s re­
porting responsibilities assume great significance.
Timeliness of financial communications adds 
to the responsibility of management. Often the 
most important financial information is released
from  the E xecu tive  
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before the annual report is issued. Because of the 
competition for space in financial publications, 
earnings per share once reported may not be 
reported again. This may happen even when a 
press release is based on unaudited figures and 
the annual report contains audited figures which 
are different. Then, too, quarterly earnings fig­
ures are released by most companies and these 
are seldom audited.
I sound this note of warning not as an effort to 
mitigate the responsibilities of the accounting 
profession, but simply to call attention to a de­
veloping phenomenon. The more progress that 
is made in improving financial communications, 
the more apparent become remaining inade­
quacies. This applies to deficiencies in accounting 
principles as well as questionable application of 
reporting practices by anyone responsible.
Role of the profession
As far as I can see, the only instrument in the 
private sector that can take the lead in bringing 
greater orderliness to financial reporting by 
American business is the accounting profession. 
If the private sector does not provide what is 
expected of it, there is strong inclination to turn 
to the public sector.
Thus far, the SEC has left the prescription of 
accounting rules largely to the accounting pro­
fession, even though the SEC has the power to 
specify detailed procedures. The SEC has issued 
rules only when the accounting profession— and 
business— have moved too slowly.
Should the public, however, come to feel that 
its demands were being ignored, it would in time 
look to the government for satisfaction. But gov­
ernment regulation often grows beyond its initial 
purpose. Portrayal of business facts is difficult 
enough when left to accountants who seek only 
to present financial data fairly. Can you imagine 
what would ensue if a government agency were 
to prescribe all accounting rules? Reported earn­
ings could be manipulated by government edict.
The link between management and investors
So the burden of creating freely a unified set 
of principles for providing useful and intelligible
( continued on page 11)
4PD division releases recording of estate tax
The professional development division of the 
AICPA has issued a four-record long playing al­
bum, "Fiduciary Income and Estate Tax Prob­
lems.” The album, in the format of a panel dis­
cussion, is the latest in a series of recordings 
aimed at assisting firms and practitioners in their 
training programs. The recording is also avail­
able in a taped version.
Discussing problems that arise in the course 
of advising clients on estate and trust matters are 
the panelists Arthur J. Dixon and Bernard 
Barnett, both partners in Oppenheim, Appel, 
Dixon & Co., New York, and Myles J. Sachs, a 
partner in J. H. Cohn & Company, Newark, New 
Jersey.
The vehicle for the panelists’ discussion is a 
comprehensive problem which illustrates the 
inter-relationships of the final income tax return
panel discussion
of the decedent, the estate tax return and the 
fiduciary income tax return of the estate. Many 
estate planning ideas are presented and the avail­
able tax elections are explored.
In a simple and straightforward manner, the 
panelists deal with such topics as income in re­
spect of a decedent, the marital deduction, mul­
tiple trusts, double deduction items, credits often 
overlooked and selection of fiscal years. The 
panelists also discuss such other estate planning 
questions as where funeral and administration 
expenses may be deducted and how payment of 
an accounting fee by an estate saves money.
The album may be ordered from the Institute 
for $20. Members may deduct the standard 20 
per cent discount. The two-reel taped presenta­
tion, which is on five-inch reels, is list priced at 
$25.
Tax lecture series planned in professional development program
A new and revised Tax Lecture Series, concen­
trated into one day of intensive panel discussions, 
has been planned. The presentations, co-spon­
sored by the professional development division 
and local societies, are scheduled for Washing­
ton, D.C., on September 9 and Chicago on No­
vember 1. The first in the series will be offered
in Las Vegas, Nevada, on August 16 as part of an 
annual "PD Week” being held by the Nevada 
Society of CPAs. The Nevada Society will offer, 
in addition, four tax seminars: Tax Problems of 
Individuals, Problems of Closely Held Corpora­
tions, Sub-chapter S Corporations and Purchase, 
Sale or Liquidation of a Corporate Business.
Research in progress on price-level changes
The Accounting Principles Board is testing 
tentative conclusions and recommendations with 
respect to price-level adjustments in financial 
statements. The APB expeas to complete the 
field test either this month or next.
The test is being conducted by an APB sub­
committee in an effort to assist the Board in its 
deliberations and in its efforts to identify prob­
lems of implementation of a proposed opinion 
on reporting the financial effects of price-level 
changes.
Selected companies have agreed to apply the 
restatement techniques recommended in the re­
search draft and to supply copies of their re­
stated financial statements to the subcommittee 
on a confidential basis. Managements of the 
companies will also give their opinions of the 
value of price-level financial statements and 
their pertinence to annual reports.
It is expected that the tests will point the
way to a "more comprehensive evaluation” of 
the need for price-level information by corpo­
rate management, investors, and others inter­
ested in financial reporting. The companies are 
also being asked to comment on the practical 
difficulties encountered.
AICPA releases new film
A new 30-minute recruiting film, "Men of Ac­
count,” is being made available to schools and 
interested groups.
Originally produced by the Canadian Institute 
of Chartered Accountants, the film has been 
modified for American audiences by the Ameri­
can Institute and is being distributed through 
Association Films, Inc. It is expected that state 
CPA societies will make extensive use of the film 
for showings to high school and college audi­
ences and for presentations on local television 
stations.
American Institute
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PROFESSIONAL PROGRAM SOCIAL PROGRAM LADIES' PROGRAM
Monday, October 14
9:00 a.m. to 11:30 a.m.:
Annual Business Meeting, President Marvin L. Stone presiding.
12:00 noon to 2:00 p.m.:
Installation Luncheon for members and guests.
2:30 p.m. to conclusion:
Continuation of Annual Business Meeting.
After Business Meeting:
AICPA Council Organization Meeting.
Tuesday, October 15
9:00 a.m. to 11:30 a.m.:
Plenary Session:
THE CRISES OF OUR TIMES
Leaders of the profession in recent years have explored 
ways of applying the measurement techniques of accounting 
to problems in the social sector. To further the trend, this 
special plenary session will be devoted to presentations by 
leading authorities on various aspects of the subject. One will 
review the major social problems confronting the nation to­
day; a second will consider methods and tools currently 
applied to measure social progress, and the third presentation 
will consider ways in which the accounting profession can 
direct its skills and techniques to the advancement of social 
measurement.
12:00 noon to 2:00 p.m.:
Luncheon for members and guests.
Guest speaker to be announced.
2:30 p.m. to 5:00 p.m.
Two simultaneous Technical Sessions:
I THE HAZARDS OF LIABILITY
An exploration of the questions being raised concerning 
the liability of accountants, this session will highlight the fol­
lowing topics:
• An Analysis of the Problem
• A Warning on Some Pitfalls
• Panel Discussion
II GUIDELINES FOR M.A.S. ENGAGEMENTS
The publication of a Management Advisory Services Guide­
line series is an attempt to codify administration and techni­
cal guidelines. Members of AlCPA's management services 
committee will present their views of the following topics 
selected from the publication:
• Identification, Evaluation and Negotiation 
of an Engagement
• Development of the Program: As Essential to 
M.A.S. as to Audits
• Recommendation, Implementation and Evaluation
• Panel Discussion
Wednesday, October 16
9:00 a.m. to 11:30 a.m.:
Two simultaneous Technical Sessions:
III ECONOM ICS OF TAXATION
A discussion of the use of the tax structure in this country 
as an instrument for controlling the economy. Consideration 
also will be given to the ways in which taxation is used in the 
economies of other countries; for example, Canada.
• A Bold Prescription for Tax Reform: The Canadian 
Carter Report
• The Economics of Taxation
• The Critical Issue of Priorities
IV THE PRACTICAL ART OF MANAGING A PRACTICE
This session has been designed to assist members in the 
management of their practices. The topics that will be pre­
sented should result in improvements and efficiencies to any 
accounting practice.
• How to Achieve Greater Control of Your 
Practice Through Forms Control
• What a Management Audit Can Do for 
Better Practice Management
• How to Plan for Profits in an Accounting Practice
12:00 noon to 2:00 p.m.:
Luncheon for members and guests.
Guest speaker, Representative Wilbur D. Mills,
Chairman of the House Ways and Means Committee.
Sunday, October 13
Evening reception for all members and guests from 6:30 
p.m. to 8:00 p.m.
Monday, October 14
Scheduled as an "open" evening to give members and 
guests an opportunity to visit the many attractions of the 
Nation's Capital.
Tuesday, October 15
The evening's festivities will take place in the Washington 
Sheraton-Park Hotel. Frequently scheduled buses will be 
available to take members and guests to and from the Shera­
ton-Park, which is a just a few minutes away from the joint 
headquarters hotels.
The evening will start with a Reception lasting from 6:30 
p.m. to 8:00 p.m.
The Dinner, starting at 8:00 p.m., will be held in the Grand 
Ballroom. Dress will be optional.
Starting at approximately 10:00 p.m., the hour-long show 
will provide entertainment by talented performers of national 
fame.
There will be dancing, following the show, to one of the 
country's top orchestras.
Important: In order to plan most effectively for your comfort 
and convenience, we must limit group seating arrangements 
to those made by advance registration only and received in 
the Institute's offices prior to September 27. For those not 
desiring group seating, table reservations will be assigned to 
the best available table on a first-come, first-served basis. All 
seating for registrations received after September 27 will be 
assigned on the latter basis.
H O T E L  IN F O R M A T IO N
The Statler-Hilton and Mayflower Hotels will be Joint 
Headquarters for the annual meeting. Events will take place 
in both hotels. There will be a Joint Hospitality Room and an 
Information Desk in each hotel. The Registration Desk will 
be in the Statler-Hilton only. A map on the reverse of your 
hotel reservation form will indicate the location of the hotels 
to be used.
Monday, October 14
A "Once Over Lightly" sweeping tour of inner and outer- 
city interests areas . . .  past the Mall Galleries and Capitol Hill, 
a stop to inspect the newly restored Ford Theatre, along the 
Potomac River into Georgetown, down a major portion of 
Embassy Row and on to the Shoreham Hotel for a short pre­
luncheon rest.
The Luncheon Program will begin with a Sherry Hour at 
12:00 noon. Guest speaker at the luncheon will be Assistant 
Secretary of Labor Esther Peterson.
Tuesday, October 15
A choice of five tours, each including luncheon and at least 
three major stops.
7. MT. VERNO N— Lunch at Mt. Vernon. First bus departs 
9:30 a.m., second, 10:30 a.m. from the front of Explorers 
Hall of the National Geographic Building, which opens for 
browsing at 9:00 a.m. Tour historic Mt. Vernon, return via 
Old Alexandria.
2. GEORGETOWN  A R M — Lunch in Georgetown. Bus de­
parts 10:45 a.m. from the Mayflower. Tour Federal 
Georgetown, an Embassy and an Art Gallery situated in 
a building of special note.
3. CAPITOL AREA — Lunch on Capitol Hill. Bus departs 11:00
a.m. from the Mayflower. Tour the National Gallery of Art, 
the Capitol Building (or the Supreme Court or Library of
Congress) and an Embassy.
4. NATIONAL CATHEDRAL -  Lunch on Capitol Hill. Bus de­
parts 11:15 a.m. from the Mayflower. Tour the National 
Cathedral, new National Portrait Gallery and an Embassy.
5. LIBRARY OF CO NGRESS— Lunch on Capitol Hill. Bus de­
parts 11:30 a.m. from the Mayflower. Tour the Library of 
Congress, the Anderson House, an Embassy and the 
Mosque (Islamic Center).
R E G IS T R A T IO N  & R O O M  R E SER V A TIO N
An Advance Registration form will be found on the next 
page. Upon receipt of your registration, you will be sent an 
Application for Hotel Reservations form and a pre-addressed 
envelope for you to complete and mail directly to the AICPA 
Housing Bureau of the Washington, D. C. Convention and 
Visitors Bureau.
P O S T -M E E T IN G  T R IP
A 3-day, 2-night trip to historic Williamsburg, Yorktown and Jamestown has been scheduled for AICPA members 
and guests, who will depart from the Statler-Hilton and Mayflower hotels in private motor coaches at 2:00 p.m., arriv­
ing 6:00 p.m. at the Statler-Hilton Hotel-Motel in Fredericksburg. Dinner in the hotel. Thursday, after breakfast, a 
colonial hostess will conduct a guided tour of the Williamsburg Restoration, visiting the Capitol Building, Governor's 
Palace, Raleigh Tavern and other buildings and shops. Lunch at the Williamsburg Inn. After lunch, the tour will visit 
historic Jamestown and return for dinner in the King's Arm Tavern in Williamsburg. After breakfast on Friday, the tour 
will visit Yorktown, lunch in Fredericksburg and return to Washington about 3:00 p.m. Cost: $86 per person. Reserva­
tions must be paid in full no later than September 6. Contact: Mr. Lincoln T. Miller, Director, The Travel Centre, Inc., 
103015th St., N.W., Washington, D. C. 20005.
ADVANCE REGISTRATION  
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
O CTO BER 13-16, 1968 81st ANNUAL MEETING W ASHING TO N, D.C.
Applications Received After September 27 Will Be Processed At The Meeting 
Please Type or Print
Name__________________________________________________
Firm
Street__________________________________________________
City State Zip
MAKE CHECKS PAYABLE TO: American Institute of CPAs
FU LL REG ISTR A TIO N  
CLASSIFICATION FEE NO. AMOUNT
Member ......................... $70 per person________________$__________
W ife ................................  $55 per person________________$__________
G uest —Male .................  $70 per person_______________ $__________
— Female .............  $55 per person________________$__________
TOTAL AMOUNT ENCLOSED: ............................................. $__________
PARTIAL REGISTRATION 
EVENT FEE NO. AMOUNT
Opening Reception........ $10 per person________________$__________
Reception, Dinner,
Show and D a n ce ........ $25 per person________________$__________
Technical Sessions.......... $15 per person________________$__________
(all sessions)
Members' Luncheons 
M onday....................... $10 per person________________$__________
Tuesday....................... $10 per person________________$__________
W ednesday................. .$10 per person________________ $__________
Ladies' Events
Monday T o u r ............. .$ 3 per person________________ $__________
Reception &
Luncheon ............... .$12 per person________________ $__________
Tuesday Tour &
Luncheon ............... .$12 per person________________ $__________
TOTAL AMOUNT ENCLOSED: ..............................................$.
GUESTS' NAMES
/  (For wife and her guests, add first name if desired on badges)
SEND FORM AND CHECK TO:
American Institute of CPAs
666 Fifth Avenue, New York, New York 10019
A t t e n t io n :  M e m b e r s h ip  R e la t io n s
Date
So that we may better plan for your comfort and convenience, 
please take a moment to give us an advance indication of 
your preference for the events listed below.
MEMBERS AND MALE GUESTS
I/we plan to attend the following events 
(please indicate number of persons):
LUNCHEONS
_____  Monday _____ Tuesday ______  Wednesday
SESSIONS
Tues. Morning: __ , THE CRISES OF OUR TIMES
Tues. Afternoon: _____  THE HAZARDS OF LIABILITY
- or -
_____ GUIDE LINES FOR M.A.S. ENGAGEMENTS
Wed. Morning: _____  ECONOMICS OF TAXATION
-or-
_____ THE PRACTICAL ART OF
MANAGING A PRACTICE
WIVES AND FEMALE GUESTS
I/we plan to attend the following events 
(please indicate number of persons):
MONDAY
_____  Once Over Lightly Tour _____  Luncheon
TUESDAY
Luncheon-Tour To:
_____  Mt. Vernon _____  Georgetown Area
_____  Capitol Area _____  National Cathedral
_____  Library of Congress
DINNER, SHOW & DANCE
|/we (_____ persons) desire to sit at the best available table on a first-
come, first-served basis.
I/we (_____ persons) desire to sit with other members of the
_ ___________________________________________________Society
I/we (_____  persons) desire to sit with other members of the Firm of
RECEIPT
This acknowledges receipt of your registration.
S i g n a t u r e
□ AICPA Controller
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The personal financial statements committee 
"believes that generally accepted accounting 
principles and auditing standards developed for 
commercial enterprises are applicable in general 
to personal financial statements.”
The committee further states that it "has con­
cerned itself with the special problems inherent 
in auditing and reporting on personal financial 
statements.”
The committee has concluded that "financial 
statements for individuals should be prepared on 
a cost basis, in conformity with generally ac­
cepted accounting principles,” but pointed out 
that "additional financial information on an esti­
mated value basis is useful.
"Accordingly, the committee recommends that
Recruiting ( from page 1)
directors of personnel relations departments.
"This booklet is written primarily for the cer­
tified public accountant in this kind of position,” 
he said.
The six members of the committee who super­
vised the preparation of the booklet represented 
firms of two, four, six, seven and twenty-four 
partners.
In addition, John Ashworth of the AICPA 
examinations division, who drafted the booklet, 
talked to many other CPAs, students, new staff 
assistants, placement directors and professors. 
The results of Mr. Ashworth’s interviews are 
coupled with other studies of personnel place­
ment in business and professions to throw light 
on the recruiting problems of CPA firms.
In discussing the planning necessary for effec­
tive recruiting, Mr. Ashworth points out that a 
study done recently at the University of Michigan 
showed that companies considered the names of 
10 potential recruits, or "leads,” before hiring 
one.
A survey by a New York recruiting firm 
showed that some 141 active recruiters of techni­
cal and professional workers spent an average 
of $1,780 for each person hired.
"For some CPA firms,” the booklet points out, 
"there is no doubt a harsh lesson implicit in these 
data regarding time and money spent on recruit­
ing. It is this:
"Haphazard and unplanned recruiting efforts,
the statement of assets and liabilities, restated at 
estimated values, be included as additional finan­
cial information.
"A two-column presentation of personal finan­
cial statements is recommended as the most useful 
and easily understood.
"The first column should present financial data 
on the cost basis, paralleled by a second column 
reflecting estimated values.”
Illustrative financial statements and a discus­
sion of appropriate wording of the independent 
auditor’s report are included in the booklet. 
Single copies of "Audits of Personal Financial 
Statements” may be ordered from the Institute 
for $2.
The members’ discount of 20 per cent applies 
to orders of two or more.
generally in response to short-range needs, are 
not likely to work.
"Competent staffs, college educated and pro­
fessionally dedicated, don’t grow by magic. Plan­
ning, time and money are needed.”
One copy of the booklet will be distributed free 
to members who request it and extra copies will 
be available from the Institute for $1 each. The 
usual members discount of 20 per cent will apply 
for orders of three or more.
New PR booklet is available
"The Making of a CPA,” a booklet about one 
young man’s entry into the profession, has been 
made available to chairmen of state CPA society 
committees on public relations, education, and 
recruiting.
Prepared by the AICPA public relations staff, 
the booklet was designed "to portray something 
about the profession in words and photos of an 
actual individual— and thus to hold the attention 
of the average reader and make the subject one 
with which he can identify,” said Stewart 
Schackne, acting American Institute director of 
public relations.
" 'The Making of a CPA’ should be useful in 
answering inquiries about CPAs’ activities, as a 
piece of reading matter for reception room tables 
and as a 'human interest’ addition to the profes­
sion’s pamphlet material for the public,” Mr. 
Schackne said.
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Our readers write: on computers
In reading Mr. Stone’s letter about the com­
puter in the April issue of The CPA, I was im­
pressed with his using the analogy of the 
carpenter seeing only that he can cut twice as 
many boards as he could before. Among CPAs 
there is so much short-sightedness about the 
relevance of the computer to the accounting pro­
fession that I am convinced that our greatest 
problem is to convert our present professional 
members to the idea that the computer is far 
more than the mere equivalent of a thousand add­
ing machines.
When computer courses are being planned in 
a college, the question always arises as to whether 
the program language taught should be one ori­
ented to data processing, such as COBOL, or one 
of the more mathematical problem-solving lan­
guages, such as FORTRAN. When one involves 
faculty members from disciplines other than ac­
counting, their natural inclination is to assume 
that accountants could only be interested in data 
processing. Unfortunately many within the ac­
counting discipline also preclude the possibility 
that a problem-solving language might have 
accounting applications. While I do not deny
the importance of data processing from the view­
point of information systems, design, audit and 
control, I feel strongly that the accountant’s abil­
ity to employ the computer should not be limited 
to the area of data processing. Since curriculum 
design is a process of the allocation of scarce re­
sources, particularly time, more emphasis should 
be placed upon developing a facility with a lan­
guage such as FORTRAN. With this background 
the student, and subsequently the professional 
accountant, will be in a position to use "this 
marvelous machine” to solve problems, build 
and manipulate models, perform simulations, 
etc., both for himself and for his client or 
employer.
Motivating many of the present members of 
the accounting profession is proving a difficult 
job, but if the accountants being educated today 
are afforded a broader picture of the impact and 
applications of the computer, hopefully tomor­
row’s CPAs will be ready to serve their clients 
and employers as demand requires and not take 
a back seat as mechanized bookkeepers.
James H. MacNeill, CPA, Dean 
School of Business Administration 
Fordham University 
New York
College recruiting advertisements draw favorable response
Some 700 college students have written the 
Institute for information on careers in account­
ing as a result of a series of recruiting advertise­
ments appearing in 55 campus newspapers in 
April and May (see The CPA, Feb. 68, p. 7 ) .
In response to the students’ requests, the Insti­
tute provided copies of "A Career as a Certified 
Public Accountant” and the recently produced 
booklet, "The Making of a CPA.”
A majority of the student letters indicated an 
interest in the accounting profession and a desire 
to know more about it. One young man appeared 
to be impatient in his career decision, asking the 
Institute to "rush” the information to him.
A junior accounting major in Texas said:
"I have found that although college provides 
answers to the many technical aspects of account­
ing, little is said about accounting as a profes­
sion. I would like to know something about 
what I can expect as a prospective accountant.”
In response to one of the ads, which stated 
that tigers made better CPAs than lambs, a 
young lady in Michigan wrote, "I am a tigress. 
Send me a booklet and the whole CPA story and 
I might just purr.”
A freshman in Maryland said, "I wish to join 
the tiger team.”
A professor of accounting in Oklahoma com­
mented, "I think the ads are excellent and the 
feedback I have received from students confirms 
my view. I feel this is an excellent investment of 
AICPA funds and hope you will continue this 
program.”
The April-May campaign consisted of four 
advertisements. Two other ads from this series 
will be run in the same college newspapers 
next fall.
The advertisements are also available to state 
CPA societies for use in high school and local 
college publications.
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Savoie ( from page 3 )
financial information to the investing public lies 
heavily upon both management and the account­
ing profession. In this effort, accountants are the 
intermediaries between the business community 
and those who invest their money in it. In fact, 
business needs the profession, not only to set 
guidelines for financial reporting, but to mini­
mize the threat of government intervention and 
rulings by edict.
As it is now, business— through its freedom to 
study and comment on accounting principles as 
they are being formed— has a hand in shaping its 
own destiny. Management is coming to realize 
that in financial statements alternatives breed 
doubt while professional standards build con­
fidence.
In its efforts to improve corporate financial 
reporting, the accounting profession has en-
Stone (from page 2 )
ions of future events, but only as an indication 
that the present rule merits study. Many CPAs 
might feel that such an industry survey is not 
within our profession’s domain. Personally, I am 
inclined to take a broad view of the CPA’s do­
main, provided that he does not go beyond his 
area of competence. Clients need and want an 
ever-increasing variety of sevices, many of which 
are logical extensions of the things CPAs already 
do. When such extensions involve projections of 
future events it would seem that the interests 
of neither the CPA nor his client are best served 
by limiting the expression of an opinion to his­
torical data.
Rule 2.04 is undoubtedly sound in its concept 
and has served the profession well. Nevertheless, 
a re-examination is in order. Such a re-examina­
tion might well result in a revised rule which 
would permit the expression of opinions on fu­
ture events provided that full disclosure is made 
of the assumptions and information sources 
which are used. With such safeguards, the new 
rule could open many new areas of service with­
out diminishing the esteem presently afforded the 
CPA’s opinion by users of financial statements.
This possible revision is offered purely as an 
example of the kind of change which might result 
from a full-scale study. The variety and magni­
tude of the new problems which must be faced in 
this area make such a study essential.
countered some backfire from companies that 
feel they have been treated unfairly. But most 
managements have been responding favorably 
to the new accounting trends, recognizing that 
the changes are in the public interest and there­
fore contribute to public confidence in corporate 
financial statements.
The board chairman of one of the largest com­
panies in the country wrote us not long ago, say­
ing: "I am glad to see that the Accounting Prin­
ciples Board is making progress in the search for 
and acceptance of sound accounting principles.”
Working in concert to provide the public with 
the improved type of corporate reporting needed 
to satisfy the public’s right to know, the account­
ing profession and the business community, I am 
certain, will continue to strengthen and enrich 
the American economy for the benefit of society 
as a whole.
Every financial statement is a combination of 
historical data and future projections. What, for 
example, is a provision for uncollectible accounts 
if it is not a future projection? Consequently, the 
expression of an opinion on a traditional financial 
statement appears, at least in some respects, to 
run afoul of Rule 2.04. As CPAs well know, the 
line between the past and the future is indeed a 
hazy one, particularly when financial data are 
presented.
Any study of Rule 2.04 must take into account 
such facets as legal liability and public relations 
in addition to the obvious problems involved in 
laying down procedural regulations. In view of 
the tremendous dedication of the accounting pro­
fession’s resources to the codification of generally 
accepted accounting principles, few CPAs will 
relish the thought that we should embark on a 
similar project to develop what might be called 
"generally accepted forecasting principles.” 
Whether such an eventuality is either necessary 
or likely cannot be determined until the subject 
has been carefully examined.
Charles F. Kettering of General Motors once 
said that "we should all be concerned about the 
future because we will have to spend the rest of 
our lives there.” Since most businessmen share a 
similar interest in their journey into the future, 
CPAs had better look ahead too, if they want to 
make the trip.
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Auditing and EDP
An especially important book for the account­
ing profession, Auditing and EDP, by Gordon B. 
Davis, has been published by the AICPA. The 
book is the result of the efforts of a special audit­
ing EDP task force of Institute members who 
were appointed in 1966 by former AICPA presi­
dent Robert M. Trueblood. Professor Davis, then 
on leave from the University of Minnesota as 
computer consultant to the AICPA, was chair­
man of the task force and had primary responsi­
bility for directing the work of the group, draft­
ing material and editing and revising the text.
The book has the following purposes:
• To guide CPAs in auditing business enter­
prises which use computers for record keeping.
• To provide a starting point for building a 
consensus of expert opinion on auditing prac­
tices for examining such companies.
• To suggest the utility and applicability of 
different auditing methods where experience is 
still lacking.
• To provide source materials for training and 
information purposes.
The book may be ordered from the Institute at 
the member discount price of $9.60. (The list 
price is $12.)
MAP 24 is on firm planning
Management of an Accounting Practice Bulle­
tin No. 24, "Planning for the Future of an Ac­
counting Practice,” is being distributed by the 
AICPA. The latest addition to the MAP series 
discusses in detail the formal planning steps that 
a CPA firm should take to insure survival and 
growth.
The bulletin explains that in order to plan 
realistically, the management of a firm must first 
compile and analyze historical data about the 
firm. It must then consider the external forces of 
change that could affect future practice.
It is against this background that the firm can 
establish the specific goals which will amplify 
and reinforce the general and long-range goals.
Single copies are available at $2. For two or 
more copies the membership discount of 20 per 
cent applies.
t h e  C P A .
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Representative Mills to address annual meeting
Representative Wilbur D. Mills (D-Ark.), Chairman of the House Ways 
and Means Committee, will be the principal speaker at a luncheon meeting 
Wednesday, October 16, the final day of the AICPA annual meeting in 
Washington, D. C. His address will come after the close of two days of busi­
ness, plenary and technical sessions which will cover a broad spectrum of topics 
of concern to the accounting profession.
Of particular interest will be the Tuesday afternoon simultaneous technical 
sessions on the Hazards of Liability and Guidelines for MAS Engagements.
AICPA President-nominee Ralph E. Kent will be chairman of the liability 
session. Three members of the committee on accountants’ legal liability, Walter 
M. Baird (California), Harry C. Zug (Pennsylvania) and John S. Schumann 
(New Y ork), will talk on "Case Lessons From the Present,” "W hat’s Past 
Was Not Prologue” and "Accountants’ Liability Insurance— Fact or Fiction,” 
respectively. David Isbell (Washington, D. C .), of Covington & Burling, 
AICPA legal counsel, will speak on "A Lawyer’s Look in the Liability Crys­
tal Ball.”
In the MAS engagements session, topics selected from the Management 
Advisory Services Guidelines series will be discussed by the following members 
of the committee on management services: Felix Kaufman (New Y ork )—  
"Identification, Evaluation and Negotiation of an Engagement” ; H. G. Trentin 
(New Y ork )— "Development of the Program: ( continued on page 6)
Record refund paid by AICPA insurance trust
The insurance committee authorized payment on July 1, 1968, of a 54 per 
cent refund of contributions for insurance to eligible participants in the Group 
Insurance Plan and the CPA Plan. Subscriber refund amounts were based 
upon contributions for the 12-month period ended September 3 0 ,  1967.
The AICPA Insurance Trust’s 1968 distribution was over $4,100,000 or 
about $500,000 greater than last year’s record amount. It was the twentieth 
consecutive annual refund paid by the Trust.
Insurance presently in force amounts to approximately $850 million, an 
increase of about $100 million from last year. Currently more than 21,000 
CPAs participate in the CPA Plan and some 22,000 sole proprietors, partners 
and their employees are enrolled under the Group Insurance Plan.
from the President 
MARVIN L. STONE
Not long ago I was asked to speak before a 
state CPA society on the topic, "The Future of 
the Local Practitioner.” The invitation sug­
gested the title, "The Vanishing Local Prac­
titioner,” which gave me some inkling of the 
program chairman’s views on the subject. Un­
fortunately, his views seem to be shared by a 
great many CPAs who hear of the growth of 
large accounting firms and assume that this 
growth is achieved at the expense of local firms. 
The facts simply do not support such a belief.
During the 20 years 1946-66 the number of 
CPAs associated with the ten largest CPA firms 
jumped from 2,950 to 11,850— a 401%  in­
crease. However, the total number of CPAs 
jumped from 20,778 to 94,284 during the same 
period— a 453%  increase. From these figures it 
would appear that the large firms are losing 
rather than gaining ground in relation to the 
total CPA population— 14.2%  of the nation’s 
CPAs practiced in the ten largest firms in 1946, 
but only 12.5%  did so in 1966.
The limited statistics which are available can­
not be refined sufficiently to permit more valid 
conclusions. For example, without a similar cen­
sus of non-CPA personnel engaged by CPA firms 
both large and small, it is impossible to deter­
mine whether or not the number of CPAs alone 
is a fair index of relative size. Secondly, the total 
number of CPAs includes teachers and others not 
in public practice. If the relative number of non­
practicing CPAs changed during 1946-66, that 
fact would bear on the above comparison. Fur­
thermore, many sizable firms not included in 
the ten largest carry on multi-state practice and 
should probably be considered large firms rather
than local firms. These failings notwithstanding, 
it seems clear to me that local firms— however 
they may be defined— are not vanishing.
Naturally, the growth of the large firms is 
more visible. Every CPA in the community is 
aware of the merger of a local firm with one of 
the national firms. What goes unnoticed, how­
ever, is the 10 or 20 or 30 new firms which came 
into being during the year. Nor does the steady 
but not so dramatic growth of the local firms in 
the community attract much attention. Conse­
quently, it’s not surprising that many local prac­
titioners imagine they are members of a dying 
class.
Another factor which helps foster the expec­
tation of an early professional demise among 
local practitioners is the growth of big business. 
Since local firms cannot realistically expect to 
serve our nation’s industrial giants, CPAs in 
small firms equate the growth of big business 
with the drying up of their potential clientele. 
Here again, the facts do not warrant the appre­
hensions.
In his book, Big Enterprise in a Competitive 
System, Dr. A. D. H. Kaplan, Chief Economist 
of the Brookings Institution, methodically and 
authoritatively destroys the oft-repeated thesis 
that small business is on its way out. Published 
in 1954, the book cites the rather stable ratio of 
number of business firms to population (25 
firms per thousand people in 1929, 26 in 1949) 
and concludes: "T o  the extent, then, that the 
number of business firms represents a general 
measure of small business and new business entry, 
the readiness to embrace the risks of small-scale
( continued on page 4)
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3Institute leaders elected to Hall of Fame
George D. Bailey, AICPA president in 1947- 
48, W illiam W . Werntz, Chief Accountant for 
the Securities and Exchange Commission from 
1938 to 1947, and John L. Carey, Administrative 
Vice President of the Institute, were the three 
elected to The Ohio State University Accounting 
Hall of Fame.
Mr. Bailey was a founder and executive part­
ner of Touche, Ross, Bailey & Smart. At the time 
of his death in 1966 he had served as chairman or 
member of 23 AICPA committees and headed a 
special committee whose report on education and 
experience requirements for CPA candidates is 
the basis for present Institute policy.
Mr. Werntz was a senior partner in Touche, 
Ross when he died in 1964. During his profes­
sional career he had lectured at a number of uni­
versities and had been chairman of the AICPA 
committee on accounting procedure and of a spe­
cial committee on Opinions of the APB. He was 
also a member of the committees on relations
with the SEC and on the accounting research 
program.
John Carey has been with the Institute since 
1925.
Ohio State University President Novice G. Fawcett presents 
John L. Carey with certificate marking his induction into the 
Accounting Hall of Fame. Elmer Beamer, CPA, background, 
was chairman of the nomination committee and Robert Olson, 
foreground, was the evening speaker.
Tax committee and state societies 
work together on "elections" project
The AICPA committee on federal taxation and
12 state societies have undertaken a project which 
should help tax practitioners decide how to deal 
with the "election” provisions of the tax law. The 
various elections, which appear scattered through­
out the Revenue Code and regulations, "overlap 
particular sections in the Code, differ in their im­
pact and effect, and vary in the ways they are in­
voked and terminated,” according to a spokes­
man for the tax committee.
The objective of the elections project is to list, 
catalog, cross reference and index all elections 
that are statutory, regulatory, administrative, 
overt, implied and litigable (as distinguished 
from technical). This compilation should also 
help in forming legislative proposals to achieve 
uniformity and simplicity in the tax law.
Each of the participating state societies— Cali­
fornia, Colorado, District of Columbia, Florida, 
Illinois, Massachusetts, Michigan, Missouri, New 
York, Ohio, Pennsylvania and Texas— will be 
responsible for compiling information on elec­
tions regarding income, employment, estate, and 
gift taxes in or related to specially designated
Code sections. Each distribution of the sections 
has been assigned to two state societies whose re­
search will be independent, thereby insuring 
against technical inadequacies or omissions.
Source materials for the project are the Rev­
enue Code, the regulations, tax forms and tax 
form instructions. All materials used must be 
effective as of January 1, 1968.
Data submitted by the state societies, which 
should be sent to the AICPA federal taxation 
division no later than October 1, 1968, will be 
indexed and cross referenced by the AICPA tax 
committee. The final list will be published by 
the Institute and made available to members and 
nonmembers.
Membership cards— by request only
The Institute will send a membership 
card to any member who requests one 
in writing. Otherwise, cards are not 
supplied. The 2x4 blue cards carry 
the seal of the AICPA and state that 
the bearer is a member in good stand­
ing for the fiscal year September 1, 
1968— August 3 1 ,  1969.
4HEW commends AICPA co-operation on Medicare accounting problems
American Institute efforts to assist the Depart­
ment of Health, Education, and W elfare in con­
sidering the accounting problems under Medi­
care have brought favorable comments from 
H EW  Assistant Secretary James F. Kelly.
During recent House Appropriations Com­
mittee hearings he said that he was impressed 
with the attitude of Institute representatives in 
that "rather than their being in search of new
business, they have worked with us to see how 
we can modify our approach and minimize the 
amount of work that has to be done.”
This was because, he continued, "they were 
quite interested in not having the profession 
accused of having the Medicare moneys going 
into the payment of bookkeeping, accounting 
and auditing rather than going into the develop­
ment of services to the ill.”
AICPA offers text on stratified random sampling
Stratified Random Sampling, the third volume 
in the series of programed texts on statistical 
sampling techniques in auditing published by the 
American Institute, will be available to members 
on September 1.
An order form will be published in the Septem­
ber CPA.
In seven chapters, Volume 3 deals with prin­
ciples of stratification, preliminary sample selec­
tion, sample size allocation, determination of 
sample size, evaluation of results, and dollar- 
value stratification and 100 per cent inspection 
of a stratum.
An important feature of the latest text is the 
supplementary section, which contains four illus­
trative populations with corresponding graphic 
representations. The supplement also shows how 
to use the random number table and suggests 
answers to a random number table exercise.
In addition, it illustrates the practical applica­
tion of stratified random sampling with two 
case studies.
Readers should have completed Volume 1, 
which serves as introductory material for Vol­
ume 3, but familiarity with Volume 2 is not 
necessary.
Volume 1, An Introduction to Statistical Con­
cepts and Estimation of Dollar Values, and Vol­
ume 2, Sampling for Attributes, cover "certain 
basic statistical concepts and sampling for par­
ticular characteristics measured either quantita­
tively in terms of dollar values or qualitatively 
in terms of frequency of occurrence,” according 
to the Preface to Volume 3.
The series was developed by the AICPA com­
mittee on statistical sampling and is a part of the 
continuing education program of the American 
Institute’s professional development division.
Stone ( from page 2 )
enterprise appears to have held up over the past 
50 years of increase in the scale of enterprise.” 
The Brookings study reveals that " . . .  smaller 
corporations, taken as a whole, have probably 
improved their relative position with the general 
expansion of the economy. The growth of big 
business appears to have been matched . . .  by 
growth of the economy as a whole with no mate­
rial alteration of its place in the whole content 
over the past quarter century.”
Thus, the CPA who envisions a world in which 
only big businesses survive is basing his future 
plans on a false premise. Of course, the presence 
of small businesses does not guarantee clients to 
a local firm. After all, national firms, too, serve 
small clients. The point is only that local CPA
firms will not vanish because all commerce has 
devolved to big business, leaving local firms with 
no clientele.
Because of the vast quantities of knowledge 
required to perform the ever-increasing number 
of services now offered to clients by CPAs, I am 
convinced that the size of the average practice 
unit will continue to increase. I believe that fewer 
and fewer CPAs will commence practice as sole 
practitioners and that client demand for more 
services will gradually encourage many sole 
practitioners and small firms to band together in 
partnerships or informal groups. This trend, 
however, will not cause the local practitioner to 
vanish but merely to become better equipped to 
serve his clients— hence, to survive.
5Two Institute members expelled, another admonished
A sub-board of the Institute’s Trial Board met 
in Denver, Colorado, on March 13, 1968, to con­
sider the ethics committee’s charges that James 
Lawton Reed of 7501 Stemmons Expressway, 
Dallas, Texas, had been convicted in federal 
court on April 26, 1967, on his plea of guilty of 
the offense of unlawfully, knowingly and wil­
fully obstructing correspondence, and devising 
and intending to devise a scheme and artifice to 
use the mails to defraud.
The sub-board found Mr. Reed guilty as 
charged and decided that he should be expelled 
from membership in the Institute. Mr. Reed was 
not present at the hearing.
Since no request for review of the sub-board’s 
decision was filed, the decision became effective 
30 days after the sub-board hearing.
Another sub-board met in New York on 
March 20, 1968, to consider charges of the ethics 
committee that Samuel A. Kaufer of 143-50 
Hoover Avenue, Jamaica, New York, had been 
convicted in federal court on June 2 9 ,  1967, upon 
his plea of not guilty and a verdict of guilty by a 
jury of unlawfully, wilfully, knowingly and cor­
ruptly, directly and indirectly giving money to an 
employee of the Internal Revenue Service with 
intent to influence an official act of that employee 
in violation of the federal bribery statute. Mr. 
Kaufer appeared at the hearing in his own 
behalf.
The sub-board found Mr. Kaufer guilty as 
charged and decided that he should be expelled
Member admonished for solicitation
A sub-board has sent a letter of admonition to 
an AICPA member found guilty of violating 
Rule 3.02 of the Code of Professional Ethics. 
The rule prohibits a member from endeavoring 
directly or indirectly to obtain clients by solici­
tation.
In releasing the text of its letter, the sub-board 
members expressed their belief that members 
should be reminded of the scope of the rule 
against solicitation, and the fact that the solici­
tation rule prohibits a member from offering to 
perform professional services even when there 
is a pre-existing social relationship between the 
accountant and the prospective client.
In this case, the sub-board decided that the
from membership in the American Institute.
No request for review of the sub-board’s de­
cision was filed, and, accordingly, the decision 
became effective 30 days after the hearing.
A sub-board met at the Institute’s offices on 
April 24, 1968, to consider the ethics committee’s 
charges against Joseph Katzman, 79 Madison 
Avenue, New York, New York. The ethics com­
mittee charged that Mr. Katzman had violated 
Rule 2 .02(c) of the Code of Professional Ethics 
in that he had signed on behalf of his firm an 
unqualified opinion on the financial statements 
of a client when the staff man conducting the 
audit had failed to apply adequate auditing pro­
cedures to establish the reasonableness of the 
inventory valuation, which valuation was mate­
rially overstated. Mr. Katzman appeared at the 
sub-board hearing accompanied by legal counsel.
The sub-board found the respondent guilty as 
charged and decided that he should be admon­
ished. In reaching its decision, the sub-board 
took into account extenuating circumstances re­
lating to the health of the junior partner directly 
connected with the audit. In addition, the sub- 
board satisfied itself that internal quality con­
trols of the firm had been strengthened.
No request for a review of the sub-board’s de­
cision was made and the decision became effec­
tive 30 days after the sub-board hearing.
The sub-board in each case decides whether 
the name of the respondent shall be published 
in The CPA.
name of the admonished member should be 
withheld. The full text of the letter follows:
"On April 17, 1968, a sub-board of the Insti­
tute’s Trial Board met to consider charges of 
the ethics committee that you had violated Rule 
3.02 of the Institute’s Code of Professional 
Ethics. You were represented at that hearing by 
legal counsel.
"Evidence received by the sub-board indicated 
that you had addressed a letter on your office 
stationery to a bank for whom another CPA had 
performed accounting services, which letter in­
dicated that you would be 'interested in per­
forming such an audit if  you did not now have 
anyone in mind.’ ( continued on page 6 )
6Member ( from page 5 )
"The sub-board received argument that the 
letter resulted from an existing close personal 
relationship between yourself and the prospec­
tive client and received testimony indicating that 
the entire matter resulted from alleged hostilities 
on the local level. Evidence was also introduced 
that, unlike the Institute’s rule, the state board 
rule prohibits only offers to perform services 'not 
warranted by existing personal relations.’
"The sub-board found that your letter was a 
clear violation of the Institute’s rule against 
solicitation, even though the sub-board deter­
mined that no previous audit had been conducted 
for the prospective client. The sub-board con­
sidered the mitigating circumstances offered, 
particularly the confusion resulting from the 
state board’s adoption of a less restrictive rule 
than the Institute’s, and decided that even 
though you were guilty, admonishment would 
be an appropriate penalty and that it would not 
be necessary to serve the interests of the pro-
Mills ( from page 1)
As Essential to MAS as to Audits” ; and William 
D. Osmundson (Illinois) —  "Recommendation, 
Implementation and Evaluation.”
The plenary session Tuesday morning will be 
devoted to discussions by leading authorities on 
the general theme of the Crisis of Our Times—  
i.e., applying the measurement techniques of 
accounting to problems in the social sector. 
Speakers and their topics are as follows: Daniel 
J. Bell, Professor of Sociology at Columbia Uni­
versity—  "The Social Problems of the Day” ; 
David F. Linowes, AICPA Council member—  
"Socio-Economic Accounting” ; and Mancur 
Olson, Jr., Deputy Assistant Secretary, Depart­
ment of Health, Education, and Welfare —  
"Social Indicators and Social Accounts.”
The Wednesday morning simultaneous tech­
nical sessions will be on the Economics of Taxa­
tion and the Practical Art of Managing a 
Practice.
The tax session, which will consider the use of 
the U. S. tax structure as an instrument for con­
trolling the economy, will have the following 
speakers and topics: Joseph W . Barr, Undersec­
retary of the Treasury— "The Critical Issue of 
Priorities,” and Kenneth LeM. Carter, CA, 
Chairman of the Canadian Royal Commission on
fession to mention your name in The CPA.
"Lest it appear that by limiting its action to 
admonition, your failure to observe the Code is 
being condoned, I would like to emphasize that 
the sub-board views with great concern any 
action of a member which causes dissent and 
unrest within the profession.
"Therefore you are being admonished for 
your lack of due professional care and attention 
to the restrictions of the Institute’s Code in what 
is being liberally interpreted as an unintentional 
failure to keep abreast of your obligations and 
responsibilities as a member of the Institute 
which has honored you by admission to its mem­
bership.
"It is hoped that the influence of this admoni­
tion will remain with you as long as you are a 
member of our profession. If it does, the restraint 
shown by the sub-board in examining this dis­
ciplinary action will have been justified.”
H arry  I. G rossm an , Chairman 
AICPA Sub-board
Taxation— "A  Bold Prescription for Tax Re­
form: The Canadian Carter Report.”
The session designed to help members manage 
their practices will have discussions by the fol­
lowing Institute members: Bernard B. Isaacson 
(Delaware)— "How to Achieve Greater Con­
trol of Your Practice Through Forms Control” ; 
Arthur E. W itte (Illinois)— "W hat a Manage­
ment Audit Can Do for Better Practice Manage­
ment” ; and Reginald L. Jones, Jr. (New York) 
— "How to Plan for Profits in an Accounting 
Practice.”
If You Want to Act as Correspondent 
For a Foreign Accounting Firm
From time to time the American Insti­
tute of Certified Public Accountants re­
ceives requests from accounting firms in 
Mexico, Australia and other countries 
who are interested in establishing a cor­
respondent relationship with accounting 
firms in the United States. If any member 
of the AICPA is interested in such an 
arrangement, please communicate with 
the administrative vice president of the 
Institute.
New Publications Now Available to AICPA Members
Auditing & EDP
by Gordon B. Davis, CPA
This comprehensive guide is a major step in meeting the professional 
challenge of the computer age. It provides— in a single, well-organized 
volume— all of the current and useful information relating to the audit 
of electronic data processing systems.
Auditing & EDP  reflects the intensive research of a special Institute- 
sponsored task force. This eight-man team, under the direction of Professor 
Davis, has brought years of experience and practical judgment to bear on 
this increasingly vital subject.
The well-illustrated, easy-to-read text takes nothing for granted—  
beyond your traditional auditing knowledge as a CPA. It clearly shows 
you how normal auditing procedures are affected by the computer, as 
well as by the higher-level information systems that often go with it.
If you are confronted with the growing problem of auditing EDP, you 
will find here a valuable guide to all of its complex and changing aspects. 
In specific terms, it can help you to decide on the best auditing approach 
for each application and for each particular audit test. 344 pages. List 
price $12 .00*
Five Articles on 
Accounting for the Cost of Pension Plans
A great deal of discussion has been generated by A PB Opinion No. 8—  
particularly in relation to problems of application. An underlying cause 
of such problems is the CPA’s unfamiliarity with actuarial concepts and 
methods.
This booklet has been specially prepared to provide you with a con­
venient review of the background and requirements of APB Opinion 
No. 8 and an explanation of the actuarial considerations involved in 
pension costs. It includes five major articles on this important subject 
which have appeared in The Journal of Accountancy, together with the 
complete text of the opinion itself. 109 pages. List price $2 .50*
Guidelines for Administration of the 
Management Advisory Services Practice
This concise guide— the first in the new Management Advisory Services 
Guidelines Series— concentrates on the administrative aspects of this 
growing sector of public practice. The subject is covered in chronological 
sequence with practical emphasis on development and arrangement of 
engagements . . .  problem definition and initial planning . . .  proposal letters 
. .  . engagement programs . . .  reports. . .  implementation of recommenda­
tions . . . and evaluation of engagement performance. 44 pages. List price 
$ 2 .00*
* List prices shown are subject to a 20 percent AICPA mem­
ber discount in the case of orders totaling $2.50 or more.
SEE REVERSE SIDE FOR A D D IT IO N A L  PU BLICA TIO N S
New Publications Now Available to AICPA Members
Audits of Personal Financial Statements
The importance and benefits of an independent auditor’s report on per­
sonal financial statements are becoming increasingly recognized by credit 
grantors, public officials or candidates for public office, and the general 
public. This authoritative guide has been prepared by the Institute’s Com­
mittee on Personal Financial Statements to assist auditors in their examina­
tion and reporting on such statements.
Applying generally-accepted accounting principles and auditing stand­
ards, this guide offers recommendations on the form and content of finan­
cial statements for an individual or group of related individuals, and the 
presentation of certain information. It also recommends disclosures to be 
made, discusses some of the more unusual aspects of auditing and report­
ing, and provides a set of illustrative financial statements. 30 pages. List 
price $2 .00*
Seventeenth Supplement
ACCOUNTANTS' INDEX 1965-1966
This latest volume of the Accountants Index lists every important book, 
pamphlet and article on accounting, auditing, taxation and related subjects 
published during 1965 and 1966. Each entry is listed alphabetically by 
title, author and subject— thereby making it possible to find at a glance 
any item that may have a bearing on a particular question or problem.
Because the complex nature of today’s accounting and tax work has 
given rise to a growing need for research, the Accountants' Index has 
proved to be an effective time-saver for practicing accountants and finan­
cial executives as well as teachers and students. It is recommended for every 
accounting bookshelf and business and public library. 750 pages. List 
price $15 .00*
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, NEW YORK 10019
Gentlemen: Please send me the publications indicated below.
_____  copies, AUDITING AND EDP (0134) at $12.00*
_____  copies, FIVE ARTICLES ON ACCOUNTING FOR THE COST OF PENSION
PLANS (0310) at $2.50*
_____  copies, GUIDELINES FOR ADMINISTRATION OF THE MANAGEMENT
ADVISORY SERVICE PRACTICE (0451) at $2.00*
_____  copies, AUDITS OF PERSONAL FINANCIAL STATEMENTS (0131) at $2.00*
_____  copies, ACCOUNTANTS’ INDEX, 1965-1966 (0016) at $15.00*
M EM BER’S N A M E ...............................................................................................................................
FIRM  .........................................................................................................................................................
(if part of mailing address)
ADDRESS ................................................................................................................................................
CITY....................................................................... STATE.....................................  ZIP......................
* AICPA members may deduct a 20 percent discount from prices shown 
above if book order totals $2.50 or more.
(Please add 5 percent sales tax in New York City. Elsewhere in New 
York State, add 2 percent state tax plus local tax if applicable.)
Recorded Discussions for Profitable Listening
A new LP/tape release from the Professional Development Division —
FIDUCIARY INCOME 
AND ESTATE TA X PROBLEMS
Panel Participants: Arthur J. Dixon, CPA 
Bernard Barnett, CPA 
Myles J. Sachs, CPA
Three distinguished accountants discuss in depth the complex tax prob­
lems which arise in the course of advising clients on estate and trust matters. 
Now available on records or tape, this panel discussion should prove well 
worth a hearing by you and your colleagues.
A realistic situation is used to illustrate the interrelationship of the final 
income tax return of the decedent, the estate tax return and the fiduciary 
income tax return of the estate. In the course of examining various, specific 
aspects of the case, the participants provide a number of estate-planning 
ideas. They also explore and explain the various elections available which 
may serve to minimize the tax liability.
The panelists approach the subject in a simple and straightforward 
manner. You will benefit from their practical experience and advice on 
such subjects as—
• Income in respect of a decedent
• The marital deduction
• Multiple trusts
• Where to deduct funeral and administration expenses
• Double deduction items
• Credits that are often overlooked
• Judicious selection of fiscal years
• How payment of an accounting fee by an estate 
can actually save money.
A specially prepared booklet accompanies the recorded discussions. 
It provides you with an outline of the discussion, detailed background 
information about the case being considered, and a set of worksheets 
showing the actual computations which were made.
Your Choice of Audio Packages:
Four Long-Playing Records $16.* Two 5" Tape Reels $20.*
* Discount Prices for AICPA Members Only
SEE REVERSE SIDE FOR OTHER RECORDINGS AND 
SPECIAL ORDER FORM
Earlier Individual Study Programs on Records
Accountants' Fees:
Factors in  D eterm in in g  a n d  C o lle ctin g
This single long-playing record offers practitioners the profitable advice 
of the experienced CPA, Hugh Reid, on the vital subject of fees. The 
important factors he discusses include the accountant’s economic environ­
ment, income goals, types of service performed and level of skill involved 
in an engagement. Consideration is also given to the subjective elements 
or values of a job (savings achieved, client convenience, etc.).
Mr. Reid also offers some very practical criteria for determining fees, 
the form and timing of bills, techniques for arriving at fees for special 
engagements, and simple ways of establishing a staff billing rate.
Discount Price to AICPA Members— $4.00
Taxation of Multiple Corporations
Three leading CPAs in the field— Bernard Barnett, Albert H. Cohen, 
and Arthur J. Dixon— discuss such critically important questions as: 
the tax and nontax advantages of multiple corporations . . . consolidated 
returns . . . treatment of loss corporations . . . multiple surtax exemptions 
. . . intercompany transactions . . . the interaction of various multi-corpo­
rate elections available . . . and IRS limitations on the tax advantages of 
multiple corporations. They also analyze realistic case problems and dem­
onstrate how they would handle them to achieve maximum tax benefits. 
A background booklet is included with three long-playing records.
Discount Price to AICPA Members— $10.00
Special Order Form for Recordings
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send me the recorded discussions indicated below at the 
special AICPA member discount prices shown.
F id u cia ry  I n c o m e  and E s t a t e  T a x  P r o b l e m s :
□  Four L P  records (6 0 2 2 ) at $16.
□  Two tape reels ( 6 0 2 2 / 0 1 )  at $20.
□  A c c o u n t a n t ’s F e e s , L P  record (6 0 2 1 )  at $4.
□  T a xa tio n  o f  M u l t i p l e  C o r po ra tio n s , three L P  records (6 0 2 0 )  
at $10.
MEM BER’S N A M E .............................................................................................................................-
FIRM .......................................................................................................................................................
(if part of mailing address)
ADDRESS ............................................................................................................................................
CITY.......................................................................  STATE.....................................  ZIP..................
(Please add 5 percent sales tax in New York City. Elsewhere in New 
York State, add 2 percent state tax plus local tax if applicable.)
Third National Conference on State Legislation
Representatives of state societies will have an 
opportunity to discuss the latest trends in ac­
counting legislation at the third National Con­
ference on State Legislation to be held September 
8-10 at Chicago’s Marriott Motor Hotel. Spon­
sored by the American Institute’s committee on 
state legislation, the conference will bring to­
gether state society presidents and executive 
secretaries, legislative committee chairmen, legal 
counselors, and members of state boards of ac­
countancy.
Among the topics to be explored at the con­
ference are the incorporation of CPA firms, edu­
cation and experience requirements for the CPA 
certificate, and the use of independent audits by
New PD seminars
Two new seminars, on Bank Auditing and Tax 
Problems of Individuals, have been released for 
presentation by the AICPA professional devel­
opment division.
Bank Auditing, which is to cover two days of 
lectures and group discussions, is designed to 
supplement Audits of Banks, published in March 
by the AICPA committee on bank accounting and 
auditing. The course materials will include the 
book as well as an internal control questionnaire, 
articles on bank accounting, and case problems 
simulating typical situations encountered in bank 
audits.
The seminar, which was prepared for account­
ants responsible for supervising bank audits and 
issuing reports, should be especially helpful for 
firms and practitioners preparing for their first
New computer research study issued
Computer Research Study No. 6, "An Ap­
proach to the Use of EDP in an Accounting 
Practice,” is now available for distribution. This 
67-page booklet, based on work done for the 
Institute by the System Development Corpora­
tion, is designed to provide a general orienta­
tion to this subject for CPAs who have had little 
or no EDP experience and who are considering 
the use of EDP in their practices.
In view of the increase in the number of com­
puter installations and applications, many CPAs 
may find the study useful in evaluating their 
knowledge of, and involvement with, EDP.
state and local governments. Attention will also 
be given to the various phases of legislative action 
— the role of planning, the legislative campaign, 
maintaining good relations with both the public 
and the legislature. Constitutional problems in 
drafting and administering accountancy laws 
will also be discussed.
Among those scheduled to speak at the con­
ference are AICPA President Marvin Stone; 
James MacNeill, co-author of Horizons for a 
Profession; E. Waldo Mauritz, former chairman 
of the Institute’s governmental accounting com­
mittee; and William Hutchison, a member of 
the committee on education and experience re­
quirements for CPAs.
audits of commercial banks. It analyzes the in­
ternal operations of a bank, covering all audit 
steps from the initial planning to the issuance 
of the final report. It also examines some of the 
tax aspects of bank accounting.
Tax Problems of Individuals is a one-day sem­
inar in the Effective Tax Planning Series, which 
was prepared for CPAs who are not specialists 
in taxation but who do advise clients on tax plan­
ning matters. Group discussions and problem­
solving sessions will emphasize the planning 
rather than the reporting aspect of tax accounting.
Some of the major topics of the seminar cover 
planning opportunities for senior citizens, timing 
of income and deductions, planning charitable 
contributions, estimated tax, and income averag­
ing.
Included in the booklet, along with appropri­
ate case studies, are detailed discussions of the 
selection and use of the data processing center, 
the purchase of computer time from outside 
sources ("block time”) and the acquisition by 
the CPA of his own computer. The study also 
lists considerations and caveats which the CPA 
should be aware of as he considers his future 
involvement with EDP.
Computer Research Study No. 6 is available 
from the AICPA at $2 per copy. (Member’s dis­
count of 20 per cent applies to orders of two or 
more copies.)
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Kingston, N. Y., student wins AICPA scholarship
Winner of this year’s four-year National 
Merit Scholarship, sponsored by the American 
Institute of Certified Public Accountants, is 
Roger C. Thiel, 17, of Kingston, New York. 
He will attend the University of Pennsylvania 
to work toward a degree in Business Adminis­
tration with a major in accountancy.
Roger, the son of Mr. and Mrs. William A. 
Thiel, of 645 Plainfield St., was awarded his 
scholarship through the National Merit Schol­
arship Corporation on the basis of his grades, 
extracurricular activities and standing in two 
nationwide examinations, as well as his inten­
tion to study accountancy.
He graduated this year from Kingston High 
School with an overall average of 93-plus in 
his studies.
CPAs participate in management course
Members of the American Institute’s manage­
ment services committee reviewed a new course, 
"Management of Operations,” and considered it 
of value to practitioners in the management ad­
visory services area.
The trial run of the course, which presents a 
systems view of the field of business operations, 
was recently completed by four CPA staff mem­
bers selected from medium-sized firms through­
out the country. The course relates men, machines 
and facilities to other internal and external fac­
tors that affect a business enterprise.
The course, prepared by the Cambridge Insti­
tute for Management Education in Cambridge, 
Massachusetts, was designed to be completed 
entirely by correspondence or, in selected cities, 
by correspondence and group case discussions.
Comments of some of the participants who
New Accountants' Index supplement issued
The Accountants’ Index, Seventeenth Supple­
ment, has been compiled by the AICPA Library 
staff and is now available from the Institute. The 
745-page volume covers the years 1965 and 1966.
It includes listings of every important book, 
pamphlet and periodical article on accounting, 
auditing, taxation and related subjects published 
during the two years. Each entry is listed alpha­
betically by title, author and subject.
W hile at Kingston, he was president of the 
National Honor Society and the French Honor 
Society. He won the Harvard Book Prize award 
during his junior year for outstanding English 
scholarship and a New York State Regents 
Scholarship.
He was manager of the cross country and 
basketball teams and a reporter for the school 
newspaper.
In addition, he was secretary of the Key Club, 
a school service organization, and an alternate 
on the Quiz Bowl team which competed against 
other high school teams in programs broadcast 
by a local radio station.
Thomas H. Dendy, CPA, of Kingston, pre­
sented Roger with his Scholarship Certificate at 
an Awards Assembly in June.
completed the course were the following: 
" . . .  the mathematics involved and many of 
the concepts will be very useful to me.”
"The course involves the submission of ten 
papers on various subjects over a period of 21 
weeks. It requires study time of about ten hours 
a week or less, depending upon your familiarity 
with the subject matter. This process is an effec­
tive aid to learning, and it concentrates the back­
ground material of each exercise into the solution 
of the problem. The formalized study course with 
deadlines, material to complete, and measure­
ment of progress is an excellent incentive.” 
"Management of Operations” is one of several 
available courses in business management. For 
further information, write Cambridge Institute 
for Management Education, Inc., 2464 Massa­
chusetts Avenue, Cambridge, Mass. 02140.
The volume sells for $15, with the usual 20 
per cent discount for members.
In addition to compiling the Index, the library 
staff stands ready to assist accountants with their 
research projects.
Queries may be addressed to the AICPA Li­
brary, 666 Fifth Avenue, New York, New York, 
10019. The staff also replies to inquiries made 
by telephone.
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Notice of Eighty-First Annual Meeting 
American Institute of Certified Public Accountants—October 1 4 , 1968
To the Members of the 
American Institute 
of Certified Public Accountants
In accordance with the provisions 
of Article XIV, Section 3, of the 
bylaws of the American Institute 
of Certified Public Accountants, I 
hereby give notice that the regular 
annual meeting of the Institute will 
be held at the Statler-Hilton Hotel, 
Washington, D. C ., beginning at 
9:00 A.M., on Monday, October 
14, 1968.
In accordance with the provisions 
of Article XV, Section 4, a com­
prehensive revision of the present 
bylaws, approved by Council on 
April 30, 1968, for submission to 
the membership, will be presented 
to the meeting for discussion but 
not for action. A  report reviewing 
the major changes contemplated by 
the proposed revision accompanies 
this notice. The text of the proposed 
revision will be sent automatically 
to members who register in advance 
for the meeting, or can be obtained
at the meeting; others who are not 
planning to attend the meeting may 
obtain copies on request. The text 
will also accompany the mail ballot 
to be sent to all members following 
the annual meeting.
In accordance with the provisions 
of Article XII, Section 1(a), of the 
bylaws, the following report of the 
committee on nominations is sub­
mitted to the membership.
John L. Carey, 
Secretary 
New York, N .Y ., June 15, 1968
REPORT OF THE COMMITTEE ON NOMINATIONS
The committee on nominations 
hereby nominates the following for 
officers and members of Council of 
the American Institute of Certified  
Public Accountants:
For Officers 
President
Ralph E. Kent, N .Y .
Vice Presidents
W alter M. Baird, Calif.
Elmer G . Beamer, Ohio 
Paul Lambert, Jr., Wash., D. C .  
Stanley J .  Scott, Texas
Treasurer
Walter E. Hanson, N. Y.
For Council Members at Large
(Three-year terms)
Karney A . Brasfield,
Wash., D. C .
Gordon B. Ford, Ky.
Thomas J . Graves, Calif. 
W alter J . Oliphant, Ill. 
W allace E. Olson, Ill.
James P. Ould, Jr., Va.
Harry C . Zug, Pa.
For Members of Council
(Three-year-terms)
Frank B. Hill, Jr., Ala.
H. Vernon Blankenbaker, Calif. 
James W . Porter, Calif.
Wilbur H. Stevens, Calif. 
Herbert P. Schumann, Colo. 
James P. O'Kane, Jr., Del. 
William T. Barnes, Wash., D. C .  
Barney Bernstein, Fla.
Robert F. Stonerock, Fla.
Russel F. Viehweg, Ida.
J. Ira Young, Ill.
Homer J . Henning, Kans. 
Harold S. Dey, La.
Granville F. Atkinson, Md. 
Roger Wellington, Mass. 
Wesley DeLong, Mich.
Ralph J . Kliber, Mich.
Richard H. Massopust, Minn. 
Edward A . DeMiller, Jr., Miss. 
Ray B. Lambright, Mo.
Norman E. Auerbach, N. Y. 
Albert H. Cohen, N. Y. 
Herbert M. Mandell, N. Y.
H. George Trentin, N. Y. 
Charles H. McAdams, N. C .  
Richard W . Paddock, Ohio 
Richard C . Rea, Ohio 
Miles A . Hall, Jr., Okla.
Sol J .  Meyer, Ore.
Norman E. Swanson, Ore.
H. Edward Brunk, Jr., Pa.
John L. Harvey, Jr., Pa.
John L. Moneta, Pa.
Philip Weiner, Pa.
Harold C .  Wessel, Pa.
Rafael Babilonia-Llamas, P.R. 
J .  Kenneth S. Arthur, Texas 
Paul B. Tanner, Utah
William A . Old, Va.
Eugene M. Recknagel, Wis.
The committee will nominate the 
following for members of Council 
on the floor of the annual meeting 
on Monday, October 14, 1968 to 
fill vacancies created by the elec­
tion of officers or by the resigna­
tions of Council members.
For Council Member at Large
(Two-year term)
George S. Olive, Jr., Ind.
For Members of Council
(One-year terms)
Harry E. Ward, Texas 
John F. Berry, Ind.
Each of the nominees has ex­
pressed his willingness to serve if 
elected. The list of nominations has 
the approval of all members of the 
committee on nominations.
Respectfully submitted,
Hilliard R. Giffen, Calif., 
Chairman
Harlan H. Holben, Colo.
L. Ludwell Jones, Texas 
Emmett W . Kottke, Ky. 
Kenneth S. Reames, Mich. 
George O. Sparks, Jr., Md. 
Walter R. Staub, N. Y.
June 15, 1968
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Special report on proposed bylaw revision
To the Members of the 
American Institute of 
Certified Public Accountants
Introduction
At its meeting in Boca Raton, Fla., on April 
30, 1968, the Council approved a basic revision 
of the Institute’s bylaws for submission to the 
membership— first to the members assembled at 
the annual meeting in Washington for discus­
sion, then to all members for a mail ballot.
As mentioned in the notice of the annual 
meeting, the text of the proposed revision will 
be sent to all pre-meeting registrants, and copies 
will be available at the meeting and on request 
to the Institute’s office. The text will also be in­
cluded with the ballot.
This report seeks to provide some background 
on the proposed revision and on the major 
changes incorporated in it.
The proposal is the result of nearly two years 
of study.
It will be recalled that the report of the com­
mittee on structure, which was approved by 
Council in the spring of 1966 and later mailed 
to all members, contained this observation:
"At some point in its history, the Institute 
passed over the line that separates a 'small’ from 
a large’ organization— in both sheer size, as 
well as complexity of program, and the structure 
and procedures of the Institute have not fully 
adjusted to this change.”
The structure committee’s report then ad­
vanced a number of suggestions for improving 
the decision-making processes of the Institute, 
recommended that the top-level administrative 
and technical staffs be strengthened, and urged 
the executive committee to assume the functions 
of "the operating board of the Institute with 
greater involvement in its decisions and the work 
of the committees.”
Some of these recommendations, with the ap­
proval of Council, have already been imple­
mented. But others can be accomplished only 
through adoption of the revised bylaws.
The primary objective of the proposed re­
vision can be simply stated: it is to enhance the 
effectiveness of the Institute by achieving a bet­
ter balance between democracy and efficiency.
The present bylaws, for example, contain a
number of sections related entirely to procedural 
matters. These cannot be modified to meet 
changing conditions without the costly and time- 
consuming process of amending the bylaws. The 
proposed revision would eliminate most of these 
procedural provisions and transfer authority 
over such matters to the Council. (A t its meet­
ing in Boca Raton, Council approved a set of 
resolutions covering these administrative details 
which would become effective only with adop­
tion of the new bylaws. W ith one significant 
exception to be noted later, these resolutions 
merely continue the present procedures without 
substantive change; but, of course, Council 
would be free to modify them in the future if 
circumstances seemed to require it. A set of the 
resolutions will be included with the text of the 
proposed revision.)
W hile it has been designed to facilitate de­
cision-making, the revision retains the old pro­
visions which set forth the fundamental rights 
of members. Thus these rights cannot be altered 
without a vote of the membership through the 
regular amendment process.
The proposed revision also provided an op­
portunity to rearrange the bylaws, which have 
been often amended in a patch-work fashion 
over the years, into a more logical sequence, and 
to eliminate certain ambiguities in language. As 
a result of these modifications, a direct compari­
son of the proposed revision with the existing 
bylaws will be difficult. However, in order to 
promote understanding, the text of the revised 
bylaws will include marginal commentaries in­
dicating whether a provision is virtually identi­
cal with the one in the present bylaws, whether 
a nonsubstantive change has been made, or 
whether a change of significance has been in­
corporated and, generally, the nature of the 
change if it is not self-evident.
Review of Major Changes
Nearly a dozen changes are of sufficient im­
portance to merit emphasis in this report.
1. The present eligibility requirements for 
membership remain the same— with one excep­
tion. The provision in the proposed revision for 
International Associates has been broadened to 
empower the Council, if it so wishes in the 
future, to admit qualified accountants of other 
countries to that class of membership. However, 
as indicated in one of the resolutions mentioned
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above, the Council presently intends to confine 
the admission of International Associates to stu­
dents who are citizens of other countries, who 
are graduates of recognized American universi­
ties with a concentration in accounting, who 
have passed the uniform CPA examination, and 
who are not practicing in the United States. The 
admission of such students from overseas had 
previously been recommended by the committee 
on international relations and approved both by 
the executive committee and the board of ex­
aminers.
2. The current bylaws recognize the existence 
of only one staff officer: an executive director 
(who shall also have the title of secretary). The 
proposed revision contains several sections on 
the election and duties of two staff officers: an 
executive vice president, who must be a member 
of the Institute, and an administrative vice presi­
dent (previously executive director), who need 
not be a member. Both would be ex officio mem­
bers of the board of directors; the executive vice 
president would also serve on Council.
3. Under the present bylaws, the officers of 
the Institute are nominated by a nominating 
committee and elected by the relatively few 
members in attendance at the annual meeting. 
The proposed revision would empower the 
Council to elect the officers annually except that 
the two staff officers, once elected, would serve 
until the election of their successors. The nom­
inees would continue to be selected by a nomina­
tion committee.
4. Senior committees or boards of the Institute 
are currently elected by Council or selected by 
the president. Under the revised bylaws, Council 
would designate which committees and boards 
would be granted "senior” status, and prescribe 
their powers, responsibilities and procedures. 
These "senior” committees and boards would be 
appointed by the president, subject to approval 
by the board of directors.
5. The existing bylaws provide that a seven- 
man nominations committee shall be composed 
of two members of Council to be elected by 
Council and five members who are not serving 
on Council to be elected by the members assem­
bled at the annual meeting. Under the proposed 
revision, the committee would be composed of 
seven members of the Institute elected by the 
Council.
6. The proposed revision increases the number 
of members or Council members required to call 
special meetings or to initiate amendments to 
the bylaws or the Code of Professional Ethics in 
view of the continuing expansion in the size of 
the membership— for example, the calling of a 
special meeting of the Institute would require 
a written request from 200 rather than 100 
members.
7. As a further measure of democratic control, 
the revised bylaws contain a provision which 
makes explicit what is probably already implied 
in the present bylaws— that a majority of mem­
bers at any duly called meeting of the Institute 
may require resolutions to be submitted to the 
entire membership for a vote by mail which, if 
enacted and if not inconsistent with the bylaws, 
would be binding upon the Council, the board 
of directors, committees, officers and staff.
8. Under the present bylaws, the task of nom­
inating officers and Council members is per­
formed by the nominations committee— with the 
Council nominees selected after consultation 
with the state societies. No change is contem­
plated in these nominating procedures. How­
ever, the election of Council members would be 
by mail ballot of the members in their states, 
with provision for independent nominations and 
write-in votes. An exception would be the elec­
tion of seven-at-large members of Council each 
year. Since a substantial number of the states 
may not be involved in the election of any Coun­
cil member in a particular year, it seems need­
lessly costly to send ballots into those states for 
at-large members when there is no other reason 
for doing so. Consequently, the proposed re­
vision provides for the annual election of seven 
at-large members of Council by the Council 
itself.
9. The revised bylaws contain provisions on 
termination of membership and disciplinary ac­
tions which envision a transfer to the Council of 
the authority to establish and modify the pro­
cedures to be followed. There is no present in­
tention to change the current procedures. But it 
has been necessary on occasion to modify or 
elaborate them; it may need to be done again 
in the future. It seems an excessive precaution 
to require an amendment of the bylaws each 
time a procedural change is sought.
10. One of the most substantive changes in
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the proposed bylaws is the elimination of the 
requirement that at least one-third of all mem­
bers shall vote in order to make an amendment 
to the bylaws or the Code of Professional Ethics 
effective. As the membership continues to grow 
(it is likely to increase to more than 80,000 
within the next decade), it may become ex­
tremely difficult to obtain votes from a third of 
the total membership— particularly if the issue 
merely involves some organizational aspect of 
the Institute. The requirement that two-thirds of 
those voting must approve a proposed amend­
ment before it becomes effective is retained in 
the revised bylaws. But it does not seem reason­
able that members who are not interested enough 
to vote should be in a position to block adoption 
of an amendment.
Conclusion
The proposed revision in the bylaws is being 
presented to the membership for adoption or 
rejection as a whole.
It would obviously be impracticable to ask 
the members to vote, section by section, on the
proposal. The rejection of some key provisions, 
while other related provisions were approved, 
would confront the Institute with a totally un­
workable organizational setup.
In view of this necessity, the proposed revision 
has retained substantial parts of the present by­
laws without significant modification. As indi­
cated in this report, the changes incorporated in 
the revision have been kept to a minimum— con­
fined largely to those which have been deemed 
essential to the enhancement of the effectiveness 
of the Institute.
The Council and executive committee urge 
the members to approve this proposed revision 
of the bylaws. They do so in the conviction that 
its adoption will add greatly to the strength of 
the Institute in meeting its present and its future 
responsibilities.
Respectfully submitted,
Marvin L. Stone, 
President
John L. Carey 
Secretary
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Highlights of the executive committee meeting
The Institute’s executive committee met in Denver, Colorado, August 19 
and 20.
It approved the filing of a memorandum with the New York Federal District 
Court in connection with the post-conviction motions of the accountant de­
fendants in United States v. Simon, reported in the July and March 1968 issues 
of The Journal of Accountancy. The memorandum which was submitted by the 
Institute as amicus curiae addresses itself to the potential impact of the Simon 
case upon the accounting profession as a whole. Principally, it is concerned 
with the degree of proof required in criminal prosecutions alleging a deviation 
from professional standards.
Further developments in the case will be reported in The Journal or The 
CPA.
The executive committee in Denver also:
• Authorized the issuance of "exposure” drafts of an interim report of the 
ad hoc committee on independence, and two related documents on the nature 
of management services and on competence in management services, which 
have been prepared by the MS committee. The drafts will be sent for comments 
to the Institute’s Council as well as to appropriate AICPA and state society 
committees.
• Voted a supplemental appropriation of $5,400 to the Accounting Careers 
Council. The ACC was founded in 1959 to promote, publish and disseminate 
information— primarily for use by high schools and colleges— showing the 
advantages of accounting as a career. Participating organizations are the 
American Accounting Association, American Woman’s Society of CPAs, Fed­
eral Government Accountants Association, Financial Executives Institute, Insti­
tute of Internal Auditors, National Association of Accountants and American 
Institute of CPAs.
• Approved in principle a memo outlining various steps which might be 
taken to facilitate the entry of minority groups into the accounting profession. 
For example, the Institute plans to explore with the state CPA societies, at the 
state society leadership conference to be held in New Orleans this November, 
possible projects that the societies, individual firms and local groups could 
undertake. Since education appears to be the long-term solution to the problem, 
the Institute intends to co-operate with the educational community in exploring 
plans of action along that line.
• Approved an appropriation of $14,000 over a ( continued on page 11)
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MARVIN L. STONE
During the past year I have used this column 
to air my views on problems which face our pro­
fession. At the beginning of the year the list from 
which I made my monthly selection was sparse. 
But as the year progressed, several new problems 
have sprung up to take the place of each one I 
removed from the list. Now as I ponder my last 
column, the list is many times longer than when 
it started— a dismaying situation unless one takes 
the view expressed in John Carey’s book, The 
CPA Plans for the Future, that problems are 
really opportunities in disguise.
Permit me to expend this last presidential gasp 
in a survey of topics about which I would have 
liked to write at greater length had the end of 
my term not cut me off at the pencil.
Soundness vs. general acceptance
Accounting literature, including APB Opin­
ions, now refers to "generally accepted account­
ing principles.” Every CPA’s opinion contains 
that phrase as well as the term "generally ac­
cepted auditing standards.” It is high time that 
the words "generally accepted” be replaced by 
the word "sound” or else by an appropriate 
synonym.
My objection to the words "generally ac­
cepted” is not just semantic criticism but rather 
a dissatisfaction with the underlying state of 
affairs which those words imply. Financial state­
ments should be presented in accordance with 
sound principles. The standard of general ac­
ceptance implies that popularity rather than 
soundness is the quality which accountants seek.
To categorize Opinions of the Accounting 
Principles Board as "generally accepted” appears
to relegate the APB to a position of poll-taker or 
reporter. The APB is not, nor should it be, a mere 
reporter of accounting principles which have 
gained general acceptance. The words "generally 
accepted” also suffer from another disability, 
that of ambiguity. By whom have generally ac­
cepted accounting principles been accepted? By 
the investing public? By the accounting profes­
sion? By clients?
Since the accounting profession is called upon 
to render opinions on the basis of accounting 
principles, I submit that the accounting profes­
sion should determine which accounting prin­
ciples are sound and which are not. Adoption of 
soundness as the criterion against which account­
ing principles are measured should help to clarify 
the status of accounting principles and the re­
sponsibility of the accounting profession for their 
promulgation. Soundness also provides a more 
meaningful guide in the move to eliminate un­
warranted differences in financial reporting— the 
drive toward "making like things look alike, and 
different things look different.”
Practice management consultations
In my January column, I commented on the 
sizable gap between many CPAs’ knowledge of 
economics and the manner in which that knowl­
edge is applied to the management of their own 
practices. The Institute’s practice management 
committee has undertaken to publicize the bene­
fits which a CPA firm can derive by seeking man­
agement advice from another CPA firm. At a 
recent meeting of the Virginia state society, the 
practice management committee offered free per-
( continued on page 4 )
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3from the Executive Vice President 
LEONARD N. SAVOIE
Ethics and APB Opinions
Should the Institute’s Code of Professional 
Ethics be amended to require disclosure of de­
partures from Opinions of the Accounting Prin­
ciples Board? The question arises from the fol­
lowing developments.
In 1964, a special committee on Opinions of 
the Accounting Principles Board reviewed the 
operations of the Board and made a number of 
recommendations to Council. Council unani­
mously adopted the recommendation that mem­
bers should see to it that departures from Opin­
ions of the Accounting Principles Board are dis­
closed, either in footnotes to financial statements 
or in their reports as independent auditors. Coun­
cil said that failure to disclose a material depar­
ture from an APB Opinion is deemed to be sub­
standard reporting, and went on to say that the 
practice review committee should be instructed 
to give attention to this area and to report to 
Council the extent of departures from its recom­
mendation.
At that time, the committee on professional 
ethics and the Institute’s legal counsel advised 
that the bylaws and Code of Professional Ethics 
would not cover infractions of this disclosure 
recommendation. In its final report, in April 
1965, the special committee proposed that an 
appropriate amendment to the Code of Profes­
sional Ethics to deal with infractions should be 
readied in due course for recommended approval 
by Council and submission to the Institute mem­
bership in 1968.
At Council meeting in April 1968, the execu­
tive committee reported that it had continually 
borne in mind the recommendation of the special 
committee that in 1968 Council should consider 
an amendment to the Code of Professional Eth­
ics. The executive committee stated that it fav­
ored adoption of such a rule at an appropriate 
time, and had referred the proposal to a subcom­
mittee for consultation with the ethics committee 
on technical problems involved in enforcement 
of such a rule. This subcommittee was to test 
membership sentiment before a proposed rule is 
presented to the committee on professional
ethics (that is one purpose of this colum n).
There is now a rule of professional ethics deal­
ing with failure to adhere to generally accepted 
accounting principles. A rule requiring disclosure 
of departures from Opinions of the Board would 
make the Council’s resolution fully effective.
The disclosure requirement has been effective 
for fiscal periods beginning after December 31, 
1965. There is no evidence of departures from 
APB Opinions in that period. This may indicate 
that the resolution has been universally observed.
Why then is an ethics rule needed? As more 
APB Opinions are issued on controversial sub­
jects, departures may occur. Furthermore, mem­
bers may lose sight of the Council resolution, 
since it has less visibility than a rule, or be tempted 
to ignore it, since it is unenforceable.
An ethics rule would invest APB Opinions 
with much greater authority. Without a rule, 
there is confusion as to what authority APB 
Opinions have. W ith a rule, it would be clear 
to all that an Institute member may be admon­
ished, suspended or even expelled, at the discre­
tion of the Trial Board, for failure to disclose 
departures from APB Opinions.
An ethics rule would also strengthen public 
confidence in the Institute. Interested financial 
writers and analysts have questioned enforce­
ment procedures under Council’s resolution. 
When told there is no penalty for ignoring the 
requirement, the prestige of APB Opinions de­
clines in their estimation. Outsiders expect us to 
mean what we say and to be able to back up our 
requirements with appropriate enforcement 
machinery.
The special committee said, "The public pos­
ture of the profession should be supported by the 
highest ethical standards. Certainly Council’s 
resolution gains more authority with a corre­
sponding ethics rule than without one.” Although 
the executive committee found good reasons to 
defer consideration of an ethics rule in 1968, 
there seems to be no good reason to defer it be­
yond 1969.
The opinions of members would be welcomed.
4Stone ( from page 2 )
sonal consultations to a limited number of CPA 
firms.
Those firms which requested consultations 
were asked to submit detailed information about 
 their practices in advance. This information was 
then analyzed by a committee member who ar­
ranged a confidential interview with one or more 
representatives of the firm during an afternoon 
specifically set aside for that purpose by the Vir­
ginia society. The interviews lasted two to three 
hours and were often followed by a written report 
as well. Time limitations necessarily precluded 
 visits by the consultants to their "clients’ ” offices 
and restricted the scope and depth of the inter­
views. Nevertheless, the experiment appears to 
have been a huge success.
The committee embarked on the project not 
as an end in itself, but rather as a means to an 
end. The committee’s aim is to make more CPAs 
management conscious and to publicize the bene­
fits of CPA services to the CPA. Other states have 
requested the committee to put on similar pro­
grams. However, the demands of a nationwide 
effort would soon exceed the capacity of any 
group. Therefore, the committee plans to publish 
a guide for any state society or chapter which 
would like to sponsor a similar consultation 
project.
Hopefully, CPAs who sample the benefits of 
consulting with one another will enter into more 
comprehensive consulting arrangements. In 1961, 
my firm participated in a reciprocal in-depth man­
agement review with another CPA firm (see the 
July 1962 Journal of Accountancy, page 31).  The 
results were so beneficial that similar reviews 
have been repeated biennially. A portion of the 
next AICPA annual meeting will be devoted to 
the subject of practice management consultations 
as a further means of reminding CPAs that they, 
too, can benefit from the services of a CPA. As 
a satisfied "client” I endorse the idea with en­
thusiasm.
Incorporation of CPA firms
In my inaugural address last year I reiterated a 
suggestion that the Institute’s rule banning in­
corporation be repealed (Journal of Account­
ancy, March 1967, page 53).  A special committee 
of the New York State Society of CPAs recently 
recommended that the society sponsor legislation 
to permit CPAs to incorporate. An AICPA com­
mittee investigating the same subject has not yet 
brought its final recommendation to the Insti­
tute’s executive committee.
At Boca Raton, Council members heard a dis­
cussion of the pros and cons of incorporation by 
the chairmen of the New York and AICPA com­
mittees. Unfortunately, a heavy agenda prevented 
Council members from discussing the subject on 
the floor as had been intended. To encourage 
membership expressions of opinion, a summary 
of the arguments for and against incorporation 
will appear in a forthcoming issue of The Journal 
of Accountancy.
State societies, impelled in part by an improved 
tax climate, are looking critically at their own 
anti-incorporation rules. The Institute should 
exercise active leadership in order to prevent 
even further lack of uniformity in state account­
ancy laws. Express your views so the administra­
tion will know what direction that leadership 
should take.
Titles in search of a column
Having run out of both time and space, I can 
only list the remaining topics which I would have 
liked to discuss in these pages.
• The great need for additional research in 
accounting, auditing and related subjects
• Unfulfilled promises yet to be kept in pro­
fessional development
• An improved image— the key to better per­
sonnel input
• Don’t trade long-range goals for short-term 
profit.
My frustration at leaving so much undone is 
tempered considerably by the giant shadow cast 
by my successor as he approaches his inaugura­
tion. Stewardship of the Institute will be in ex­
cellent hands indeed, since Ralph Kent possesses 
the happy faculty of leaving everything in better 
condition than he found it.
Despite the occasional inconvenience of meet­
ing editorial deadlines, writing these columns has 
been one of the most rewarding experiences of 
my year as president. The thing I will miss most 
during the next year is the extensive contact I 
have had with a multitude of CPAs through var­
ious Institute activities and through the thought­
ful letters which so many of you have written 
commenting about my columns. My thanks to 
you all for thus enriching my life.
A New Opportunity for Professional Development 
Through Individual Study
An Auditor's Approach to Statistical Sampling 
VOLUME 3: STRATIFIED RANDOM SAMPLING
This new individual-study program offers auditors a working knowledge of 
stratified sampling techniques which can be applied in a wide range of statisti­
cal estimating problems.
Assuming a basic grasp of statistical techniques (as provided in Volume 1 of 
this series), this programed text begins with a clear discussion of stratification 
including the reasons for using a stratified sampling plan and the various factors 
which must be considered.
Through clearly defined steps, the reader then proceeds to develop an under­
standing of the practical techniques of stratified random sampling and the 
necessary skills to use them. All phases of the plan are covered, including pre­
liminary sample selection . . .  sample size allocation . . . determination of the 
sample size . . . evaluation of results . .  . dollar-value stratification and 100 
percent inspection of a stratum.
The text does not attempt to establish criteria for statistical precision and 
reliability, or the appropriateness of statistical sampling in given circumstances 
— all of which must be based on the auditor’s judgment. It does, however, 
utilize detailed sampling problems and exhibits to illustrate how the auditor 
may apply his knowledge and judgment in specific situations.
The practical worksheets, tables and related data (provided in a supple­
mentary section) play an important role in the immediate learning program. 
Auditors will also find much material— such as the Summary of Stratified 
Sampling Procedures— which has general applicability and reference value for 
future work in the field. List price $6.25.
DISCOUNT PRICE TO AICPA MEMBERS—$5.00
A note concerning this series on 
An Auditor's Approach to Statistical Sampling
This continuing series of programed texts offers CPAs and their pro­
fessional staffs a working knowledge of the important concepts and tech­
niques of statistical sampling.
The self-study texts insure successful results through the use of modem 
programed instruction methods which require the reader to absorb each 
step thoroughly before proceeding to the next. Practical aspects of the sub­
ject are given emphasis over the theoretical— thereby giving a quality of 
training which can be applied directly to actual auditing situations.
For a description of previous volumes in the series and a special 
AICPA member discount order form, please turn the page . . .
An Auditor’s Approach to Statistical Sampling
VOLUME 1: AN INTRODUCTION TO STATISTICAL CONCEPTS 
AND ESTIMATION OF DOLLAR VALUES
This programed “primer” is designed for CPAs and staff members who have no 
statistical background or who have had only an elementary course in statistics. It 
provides a necessary foundation in statistical concepts and shows how the auditor 
may use unrestricted random sampling to estimate dollar values.
The self-study program (with its supplementary workbook) covers such practical 
subjects as specifying the sampling objectives . . . basic random sampling procedure 
. . .  selecting the preliminary sample . . .  sample mean and standard deviation . . .  
standard error, precision and reliability . . . and determination of sample sizes— as 
they may be applied in actual auditing situations.
It is recommended that this introductory text be studied before going on to the sub­
sequent volumes in the series. List price $6.25.
DISCOUNT PRICE TO AICPA MEMBERS—$5.00
VOLUME 2: SAMPLING FOR ATTRIBUTES
Building on the basic concepts in Volume 1, this programed text deals with a 
type of statistical sampling that is widely used in such auditing activities as transac­
tion testing and evaluation of internal control.
Total emphasis is placed on a step-by-step demonstration of the use of attribute 
sampling techniques in actual situations. Mathematical theory, proofs and deriva­
tions are purposely avoided.
Working with specially constructed examples of statistical sampling applications, 
the reader will learn how to determine the size of a sample. . .  how to select the 
sample . . .  and how to evaluate the results of a sample. Auditors will find the supple­
mentary workbook will serve as a useful on-the-job manual. List price $5.00.
DISCOUNT PRICE TO AICPA MEMBERS—$4.00
AICPA MEMBER DISCOUNT ORDER FORM
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send me, at the special AICPA member discount prices shown, 
the Auditor’s Approach to Statistical Sampling volumes indicated below. My pay­
ment is enclosed.
_______VOL. 1: AN INTRODUCTION TO STATISTICAL CONCEPTS AND ESTIMATION
OF DOLLAR VALUES (6011/01) AT $5.00 EACH.
_______VOL. 2: SAMPLING FOR ATTRIBUTES (6011/02) AT $4.00 EACH.
_______VOL. 3: STRATIFIED RANDOM SAMPLING (6011/03) AT $5.00 EACH.
_______SPECIAL POST BINDER FOR THE SERIES (6010) AT $3.60 EACH.
MEMBER’S NAME_____________________________________________________________________________
FIRM__________ ______________________________________________________________________________
(if part of mailing address)
ADDRESS______________________________________________________________________________________
CITY________________________________ STATE___________________________ ZIP____________________
(Please add 5 percent sales tax in New York City. Elsewhere in 
New York State, add 2 percent state tax plus local tax if applicable.)
Announcing a New Study for the 
CPA—Management Adviser
Management Services Technical Study No. 6
PRACTICAL TECHNIQUES AND POLICIES 
FOR INVENTORY CONTROL
Inventory control is a major though often neglected area of top management 
concern. If only for its effect on cash flow or fund use, inventory policy must be 
subject to top-level planning that takes into account the strategic goals and 
circumstances of the business organization.
This new Management Services Technical Study discusses the two chief ways 
in which the CPA can help his corporate client in this area: first, by assisting 
management in identifying the costs on which inventory policy must be based; 
and then, by bringing a fresh “outside” approach to inventory problems and 
identifying situations where change is required.
The study begins with an examination of the various types of inventory aris­
ing from different circumstances and serving many functions— transit inventory 
. . .  in-process inventory . . . organizational inventory . . . seasonal inventory . . . 
batch inventory . . .  and buffer or safety stocks.
The core section of this guide covers the practical techniques for determining 
the relative costs of ordering or producing inventory, the costs of carrying inven­
tory, and the cost of being out of stock. Formulas are given to aid management 
in determining the best way— and time— to order stock. The interested reader 
will also find some additional techniques including the A-B-C analysis, the fixed 
order cycle system, and the application of electronic data processing.
Four realistic case studies follow the main text. These clearly illustrate the 
issues and techniques involved in inventory control and highlight the areas 
where CPAs can greatly assist his clients.
EARLIER STUDIES AVAILABLE IN THIS SERIES 
No. 1: Cost Analysis for Product Line Decisions 
No. 2 : Cost Analysis for Pricing and Distribution Policies 
No. 3: Analysis for Expansion or Contraction of a Business
No. 4: Analysis for Purchasing and Financing Productive Equipment 
No. 5: Analysis for Purchase or Sale of a Business
DISCOUNT PRICE TO AICPA MEMBERS— $2.40 EACH
(Please see reverse side)
MANAGEMENT SERVICES TECHNICAL STUDIES
Earlier Studies Available
No. 1: Cost Analysis for Product Line Decisions— This introduction to pricing de­
cisions deals with cost behavior and prediction and examines some of the problems 
that arise in determining a useful measure of product costs. It demonstrates the 
major factors to be considered and shows how analytical skills may be applied to 
identify cost and profit relationships even under obscure conditions.
No. 2: Cost Analysis for Pricing and Distribution Policies— This study describes 
and illustrates the various types of analyses which CPAs may be called upon to per­
form in the pricing area. It discusses some of the theoretical concepts that are 
applicable in dealing with pricing problems and demonstrates how these concepts 
may be used in actual business situations.
No. 3. Analysis for Expansion or Contraction of a Business— This study examines 
the many factors which must be analyzed and weighed before a decision is made 
to expand or contract a business. It emphasizes the importance of defining long-term 
strategy and evaluating management’s capabilities and it shows how the CPA may 
use his skills to determine what changes in revenues, costs and capital requirements 
will result under certain conditions.
No. 4: Analysis for Purchasing and Financing Productive Equipment— This study 
examines the various ways in which the CPA may use his knowledge to help clients 
carry out a well designed and well executed capital expenditure program. It empha­
sizes the importance of carefully analyzing cash flows and alternative methods of 
financing in order to make the best possible investment decisions and avoid those 
which may prove to be ill-conceived or poorly timed.
No. 5: Analysis for Purchase or Sale of a Business— In order to assist clients in the 
purchase or sale of a business, CPAs must call upon all of their analytical skill and 
judgment. They may also be asked to provide such additional advisory services as 
those of finder and negotiator. This study describes in detail the various steps and 
analyses which are part of the CPA’s role in this type of transaction.
___________ AICPA MEMBER DISCOUNT ORDER FORM___________
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N.Y.  10019
Gentlemen: Please send, postpaid, .......................  copies of Management Services
Technical Study No. 6: P r a c t i c a l  T e c h n iq u e s  a n d  P o l i c i e s  f o r  I n v e n t o r y  
C o n t r o l  (0696) at $2.40. Payment is enclosed.
MEMBER’S NAME. 
FIRM_____________
(If part of mailing address) 
ADDRESS___________________________________
CITY________________________________ STATE___________________________ ZIP.
Also send the following earlier studies at the discount prices shown . . .
_______ No. 1: (0691) a t$2.40 _______ No. 4 : (0 6 9 4 )  at $ 2 .4 0
_______ No. 2: (0692) a t$2.40 _______ No. 5: (0 6 9 5 )  at $ 2 .4 0
_______ No. 3: (0693) at $2.40 _______ Post Binder (0690) at $2.80
(Please add 5 percent sales tax in New York City. Elsewhere 
in New York State, add 2 percent state tax plus local tax if applicable.)
9Ethics committee answers questions on...
The summaries below are responses of sub­
committees of the ethics committee to fact pat­
terns submitted to them.
Retention of client's records
Q. A member is engaged in a fee dispute with his 
client. He has in his possession various client rec­
ords and asks if he may withhold them until such 
time as the client satisfies his bill. He notes that 
statutes of the state in which he practices specif­
ically grant him a lien.
A. The committee has consistently held that re­
tention of client records is an act discreditable to 
the profession in violation of Rule 1.02 of the 
Code of Professional Ethics. It is the committee’s 
belief that disputes of this type are best resolved 
by courts of law. The fact that the law allows him 
to retain the records to enforce payment does not 
change the ethical standard. Ethical codes are 
often more restrictive than the standard of be­
havior permissible under law.
Indirect solicitation exception: trade associations
Q. A member has been engaged by a trade associ­
ation to do an analysis of specific problems. The 
results of his analysis, bearing his firm’s name, 
will be reproduced by the association and dis­
tributed to its members. The member asks if this 
could be construed as an indirect solicitation in 
violation of Rule 3.02 and Opinion No. 2.
A. The committee felt that the client trade asso­
ciation was paying for the work product of the 
member it had retained and that the association 
was entitled to distribute that item of work to 
its members. The committee noted that trade 
associations were unique and that this was an 
exception to the general rule regarding solici­
tation.
The committee saw nothing improper in the 
reproduction of material bearing a member’s 
name in an instance where the material was inter­
pretative, since the reputation of the preparer was 
pertinent to an evaluation of its worth. However, 
the committee asked that all reference to the 
member’s office address be deleted for it was 
unnecessary and could lead to a misinterpretation 
of his motives. The committee also stated that 
this exception was not intended to extend to
client newsletters or other similar pieces issued 
gratuitously to general clients.
Impersonal, fictitious names
Q. A member has been admitted into partner­
ship in a well-established firm offering a full 
range of accounting services under the name 
"Midwest Accountants.” He notes that this name 
does not indicate a specialty as prohibited by 
Rule 3.01 and Opinion No. 2 and asks if such 
title is consistent with the provisions of Rule 4.02 
of the code, which prohibits a member from prac­
ticing in the name of another. That rule, the 
member writes, says nothing about fictitious 
names and therefore, impliedly, permits their use.
A. The committee felt that a fair reading of 
Rule 4.02 would prohibit a member from practic­
ing under an assumed, fictitious or impersonal 
designation such as Midwest Accountants. The 
committee’s position has consistently been that 
the code requires members to practice under a 
name denoting personal association. Thus, the 
rule permits all members of a firm to practice 
under the name of one or more present or former 
partners.
This prohibition applies even to separate part­
nerships formed to provide only limited services 
such as data processing, bookkeeping or consult­
ing services. The committee also noted that the 
laws of several states specifically prohibit CPAs 
from adopting fictitious names.
The Kids Next Door 
to sing at annual meeting
One highlight of the social events 
planned for the AICPA annual meet­
ing in Washington, D.C., is a concert 
by The Kids Next Door, a group of 
graduates of The Young Americans 
singing group. The show, to be held 
Tuesday, October 15, at the Wash­
ington Sheraton-Park Hotel, will be 
preceded by a reception and dinner 
and followed by dancing.
Several tours of Washington and 
the vicinity have been planned for the 
ladies on Monday and Tuesday.
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The fall/winter schedule for American In­
stitute professional development programs pro­
vides a wide range of subjects for CPAs looking 
for continuing education in staff training, taxes, 
data processing, management services, hospital 
accounting and Medicare audits. From Septem­
ber 19 through January 11, the PD division will 
offer a total of 60 presentations of 14 courses all 
over the United States, many of them co-spon­
sored by state societies.
In the line-up is one new course, "Staff Train­
ing Program— Level II,” which is designed for 
staff members of CPA firms who have one to two 
years’ on-the-job experience. The prospective 
registrant should previously have attended the 
two-week AICPA "Staff Training Program—  
Level I” or have equivalent practical experience. 
Participants will receive intensive training in tax 
research methods, audit program preparation, 
internal control, flowcharting, statistical sam­
pling and individual guidance in written com­
munication, audit program preparation and toast­
master sessions.
The registration fee for the five and one-half 
day program is $300, which includes room and 
board.
Dates and locations for all fall and winter 
presentations are listed below. Readers interested 
in additional information should write to the 
Professional Development Division, American 
Institute of CPAs, 666 Fifth Avenue, New York, 
N. Y . 10019.
H O SPITAL A CCO U N TIN G
A N D  MEDICARE AUDITS $60
Scottsdale, Ariz. Sept. 19-20
Portland, Ore. Sept. 26-27
Baltimore, Md. Oct. 7-8
Chicago, Ill. Oct. 24-25
Birmingham, Ala. Nov. 11-12
New York, N.Y. Dec. 11-12
AUDIT APE SYSTEM W O R KSH O P  $125
Chicago, Ill. Sept. 19-20
Philadelphia, Pa. Oct. 3-4
New York, N.Y. Oct. 21-22
Portland, Ore. Nov. 14-15
TA X RESEARCH METHODS
AN D  TECHNIQUES $110
Atlanta, Ga. Sept. 26-27
Detroit, Mich. Oct. 21 -22
Denver, Colo. Nov. 7-8
Scottsdale, Ariz. Nov. 21-22
New York, N.Y. Dec. 17-18 
Los Angeles, Calif. (Beverly Hills) Jan. 8-9
San Francisco, Calif. Jan.10-11
TRA IN IN G  PROGRAM  FOR
IN -CH A R G E ACCO U N TA N TS  $275
Lincoln,Neb. Oct. 21-25
Stone Mountain, Ga. Oct. 21-25
Richland, Wash. Oct. 28-Nov. 1
Cleveland, Ohio Nov. 18-22
Philadelphia, Pa. Dec. 9-13
M ANAGEM ENT FOR RESULTS $325
Palo Alto, Calif. Oct. 14-18
Hollywood, Fla. Nov. 18-22
STAFF TRA IN IN G  PROGRAM — LEVEL II $300
Chicago, Ill. Oct. 14-19
Philadelphia, Pa. Oct. 28-Nov. 2
Denver, Colo. Nov. 11-16
Williamsburg, Va. Dec. 2-7
Cleveland, Ohio Dec. 9-14
FIFTH A N N U A L TA X LECTURE SERIES $35
Chicago, Ill. Nov. 1
EFFECTIVE CO M M UNICATION  $100
Montgomery, Ala. Sept. 23-24
Cleveland, Ohio Oct. 21-22
New Haven, Conn. Oct. 28-29
Las Vegas, Nev. Dec. 9-10
AUDITING O F EDP IN STA LLA TIO N S $110
Nashville, Tenn. Nov. 14-15
New York, N.Y. Dec. 12-13
A N  INTRO DU CTIO N  TO ADP  $110
Buffalo, N.Y. Sept. 26-27
New York, N.Y. Nov. 7-8
Pittsburgh, Pa. Nov. 21-22
Las Vegas, Nev. Dec. 12-13
BUILDING A N  A CCO U N TIN G  PRACTICE $100
Salt Lake City, Utah Oct. 28-29
New York, N.Y. Oct. 29-30
Charlotte, N.C. Nov. 14-15
St. Louis, Mo. Dec. 9-10
W O R K SH O P O N  CORPORATE
INCOM E TA X RETURNS $55
Philadelphia, Pa. Sept. 19-20
Chicago, Ill. Sept. 27-28
Honolulu, Hawaii Oct. 10-11
Newark, N.J. Nov. 25-26
Dallas, Texas Dec. 19-20
New staff training program in fall/winter PD line-up
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FILINGS W ITH  THE SEC $110
New York, N.Y. Oct. 17-18
Minneapolis, Minn. Oct. 31 -Nov. 1
W O R K SH O P O N  IN D IV ID U A L
IN C O M E TAX RETURNS $55
Honolulu, Hawaii Oct. 7-8
Louisville, Ky. Oct. 18-19
Kansas City, Mo. Oct. 25-26
Chicago, Ill. Nov. 11-12
Dayton, Ohio Nov. 15-16
Baltimore, Md. Nov. 18-19
Philadelphia, Pa. Dec. 6-7
Los Angeles, Calif. Dec. 9-10
San Francisco, Calif. Dec. 12-13
Showings of Inc. catch and pass CPA
The Institute’s new educational film, Inc., ran 
neck and neck in showings in the last school year 
with the earlier film, CPA, and came out just 
ahead. From September 1967 to June 1968 each 
film was shown over 4,900 times.
Inc. is designed to show students how the 
corporation functions as the central institution in 
the U.S. economic system and emphasizes the 
CPA’s role in both auditing and management 
services. Intended to be used as a curriculum aid 
for high school economics and social studies 
classes, it was released in 1966 as a supplement 
to CPA.
CPA, however, will be replaced this fall by 
Men of Account.
As reported in the June issue of The CPA (p. 
4 ) , Men of Account is the recruiting film orig­
inally produced by the Canadian Institute of 
Chartered Accountants and modified for Amer­
ican audiences by the American Institute of CPAs.
Schools and organizations may obtain prints of 
Inc. and Men of Account on free loan from the 
distributor, Association Films, Inc., 490 King 
Street, Littleton, Mass. 01460; 600 Grand Ave­
nue, Ridgefield, N. J. 07657; 324 Delaware Ave­
nue, Oakmont, Pa. 15139; 2227 Faulkner Road 
N. E., Atlanta, Ga. 30324; 561 Hillgrove Ave­
nue, La Grange, Ill. 60525; 1621 Dragon Street, 
Dallas, Texas 75207; 2221 South Olive Street, 
Los Angeles, Calif. 90007; and 25358 Cypress 
Avenue, Hayward, Calif. 94544. Prints of the 
films may be purchased for $150 (Inc.) and $250 
(M en of Account) .
Study on goodwilll due for publication
Accounting Research Study No. 10, Account­
ing for Goodwill, is expected to be ready for dis­
tribution in late September. In a summary of their 
recommendations, the authors, George R. Catlett 
and Norman O. Olsen, state in part that "the con­
clusion that most business combinations are pur­
chase transactions has the corollary conclusion 
that pooling of interests accounting is not valid.”
The controversial character of the study is 
emphasized by the fact that it is accompanied 
by seven comments from members of the project 
advisory committee.
In their introduction to the work, the authors 
state that their recommendations represent a 
significant departure from "the accounting prac­
tices which now exist in this area.”
It will be available from the AICPA order 
department for $2 with the usual membership 
discount available on two or more copies.
ARA annual meeting scheduled
The Accounting Research Association of the 
AICPA will hold its annual meeting Wednesday, 
October 16, 1968, from 2:30 to 4 :30 p.m. in the 
Federal Room of the Statler-Hilton Hotel in 
Washington, D.C. The meeting will be on the 
concluding day of the AICPA annual meeting.
Highlights ( from page 1)
two-year period to launch a Spanish-language 
newsletter for distribution to accounting practi­
tioners and educators in Latin America. The 
newsletter will contain digests of recent develop­
ments in accounting and related subjects in Latin 
America and other countries. Publication head­
quarters will be at the Graduate School of Busi­
ness, Tulane University in New Orleans, with 
Professor Stephen A. Zeff as managing editor. 
The AICPA committee on international relations 
has been asked to assist in engaging contributing 
editors from Latin American offices of inter­
national public accounting firms.
• Selected Seattle, Washington, for the loca­
tion of the 1975 annual meeting. Other meeting 
sites for 1969 through 1976 are Los Angeles, 
New York City, Detroit, Denver, Atlanta, Cleve­
land and Philadelphia.
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Computer Users Conference slated for November 12-13
Leonard M. Savoie, executive vice president of 
the Institute, will address the AICPA’s Fourth 
Semiannual Conference of CPA Computer Users 
on the subject of "The Public Interest Aspects of 
the Performance of Computer Services by CPAs.” 
Mr. Savoie’s talk will be a highlight of the confer­
ence program which is designed for CPAs provid­
ing EDP services or planning to do so. The theme 
of the conference will be "Accounting, Auditing 
and the Computer.”
Other topics include "A  Program of Education 
for the CPA in the Computer Era”— a panel dis­
cussion featuring Dr. Robert Schlosser, the Insti­
tute’s new director of professional development 
— and "Accounting, Auditing and the Compu­
ter”— a panel discussion regarding the use of the 
computer as an accounting and auditing tool. 
"Legal Considerations for the CPA Using ED P” 
and a panel discussion dealing with the use of 
remote access systems (including time-sharing) 
to make an accounting practice more effective
will also be part of the program. The "optional” 
evening orientation sessions for CPAs consider­
ing the use of EDP, which proved so popular at 
the spring conference and which were attended 
by more than half of the 200 attendees, will again 
be included on the program.
The Marriott Twin Bridges Motor Hotel in 
Washington, D. C., will be the site of the 
meeting.
This day-and-a-half conference will begin 
on Tuesday, November 12, and will continue 
through lunch on Wednesday, November 13. A 
special half-day "Workshop in Computer Audit­
ing” will precede the conference on Monday, 
November 11.
For further information, write Noel Zakin, 
manager of computer technical services, Amer­
ican Institute of Certified Public Accountants, 
666 Fifth Avenue, New York, New York 10019. 
Advance registration is required. Deadline: 
October 28.
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State legislative conference stresses more involvement by CPAs
The Third National Conference on State Legislation held in Chicago 
September 8-10 was attended by 117 state society presidents and executive 
secretaries, legislative committee chairmen, legal counselors and members of 
state boards of accountancy.
Kenneth L. Thompson, chairman of the Institute committee on state legisla­
tion, served as chairman of the conference.
On Monday morning, September 9, the conference speakers discussed legis­
lative action. They covered legislative planning (M ax Myers), the legislative 
campaign (Williard H. Erwin) and legislative and governmental relations 
(Gordon H. Scheer). In general the session emphasized the need for CPAs to 
seek political office or at least to be active politically. The conference partici­
pants were reminded that successful legislative activity follows years of prep­
aration and requires establishing contact with state legislators.
Mr. Myers said that maintaining professional behavior in conducting a 
legislative campaign was as important as achieving legislative goals.
AICPA President Marvin L. Stone, who was the ( continued on page 9 )
Small tax claims legislation supported
The Institute’s committee on federal taxation has sent letters to Senator 
Russell B. Long, Chairman, Senate Finance Committee, and Representative 
Wilbur D. Mills, Chairman, House Ways and Means Committee, endorsing 
small tax claims legislation now before Congress. The House and Senate bills 
(S 3049 and HR 15613) are identical and would establish a small claims divi­
sion within the U.S. Tax Court.
Although the concept of a small claims division is not a new one, support 
for this type of legislation seems greater now than at any previous time.
It has a great deal of political appeal since the legislation is intended to 
benefit the "small taxpayer” and "small businessman.” Its support also stems 
from a feeling that it is not appropriate for the IRS to act as policeman, court 
and jury in the settlement of tax controversies.
Efforts to enact small tax claims legislation in this Congress began in January
1967 when 59 Senators joined to introduce S 18. Under that bill a taxpayer who 
was assessed a deficiency of less than $2,500, or who claimed a refund of less 
than $2,500, might file a petition with the Small Tax ( continued on page 11)
2from  the Execu tive Vice P resid en t  
LEONARD M. SAVOIE
Authority of audit guides
The Institute has long been acknowledged as 
the leader in the establishment of professional 
standards which provide guidance in the practice 
of public accounting. Institute standards are not 
the only technical guidelines in this field, but they 
are the most authoritative.
Professional standards include pronounce­
ments of the Accounting Principles Board, the 
committee on auditing procedure and various 
committees that have been authorized to issue 
audit guides.
The status of APB Opinions has received much 
attention recently and there is no doubt that 
they are the most authoritative technical pro­
nouncements issued by the Institute. Statements 
of the committee on auditing procedure have 
status in auditing similar to APB Opinions in 
accounting. Since they are admissible as evidence 
in court and are incorporated by reference in the 
Code of Professional Ethics, they obviously carry 
great weight.
Audit guides cover both accounting and audit­
ing matters, usually for a specific industry. They 
have less authority than Opinions of the APB 
and statements of the committee on auditing 
procedure. Yet they have greater stature than 
might be realized by some members of the 
Institute.
Audit guides are issued only after careful re­
view and study by committees of the Institute. 
Members of these committees are selected for 
their expertise in the particular field. In each 
case, the chairman of the APB and the chairman 
of the committee on auditing procedure must ap­
prove release of the guide, as not being incon­
sistent with positions of the senior committee, 
even though their approval does not constitute 
endorsement of the technical positions contained 
in it.
In years gone by, the Institute’s executive com­
mittee approved a standard form of notice to 
readers to appear in each audit guide, which was 
intended to explain the degree of authority it
carried. This notice said that the guide was pub­
lished for the information and assistance of 
members; it had not been considered and acted 
upon by Council; and, therefore, it did not rep­
resent an official position of the Institute. A re­
cent review by the executive committee and by 
the Institute’s legal counsel resulted in the con­
clusion that this notice to readers did not ade­
quately portray the significance of an audit 
guide, and might unfairly imply to Institute 
members that failure to comply with it would 
produce no ill consequences.
Reference in the notice to "official position” 
is ambiguous. Action by Council is not taken on 
APB Opinions and Statements on Auditing Pro­
cedure; yet they have great authority. The fact 
that an audit guide has been issued by the Ameri­
can Institute makes it the most authoritative pro­
nouncement available in that technical area. It 
is evidence of what is considered the best practice.
There is no specific rule that an audit guide 
must be followed, but members should be aware 
that they may be called upon to justify not fol­
lowing it. If a member appeared in a court to 
defend his work, he would be in an excellent 
position if he could say that his work was carried 
out in accordance with an audit guide. On the 
other hand, his defense would be weak indeed 
if there were an audit guide for the industry 
concerned, if he had not followed it, and if he 
could not persuasively justify his failure to do so. 
This does not mean that there cannot be other 
authoritative support for alternative accounting 
or auditing practices. It means simply that an 
Institute member should be prepared to justify 
the position he is taking if it conflicts with an 
audit guide.
With these thoughts in mind, the executive 
committee approved the following revised notice 
to readers:
"This audit guide is published for the guidance 
of members of the Institute in examining and 
reporting on financial statements of (the indus­
try covered). It represents ( continued on page 9)
The CPA, October 1968. Published monthly, except July-August when bimonthly, for membership of the AICPA, Inc. Vol. 48, No. 9.
Publication and editorial office: 666 Fifth Ave., New York, N. Y. 10019. Second-class postage paid at New York, N. Y.
3New banker-CPA booklet issued
The National Conference of Bankers and Cer­
tified Public Accountants has published its second 
document, Financial Statement Provisions in 
Term-Loan Agreements. The first publication, 
The Auditor's Report —  Its Meaning and Signif­
icance, was issued in July 1967.
The 16-page booklet covers an area of mutual 
concern to bankers and CPAs —  the wording of 
provisions in term-loan agreements regarding 
financial statement presentation and reporting 
matters. Banks and other lending institutions 
have frequently used covenants that have been 
inadequate, difficult to interpret or impractical 
for the independent auditor to comply with.
Financial Statement Provisions in Term-Loan 
Agreements should prove to be a material aid to 
all concerned with the problem of adequate, 
understandable and practical financial reporting 
requirements in term-loan agreements.
All firms, individual practitioners and mem­
bers in education represented in the American 
Institute have received free copies of the book. 
Additional copies may be obtained from the 
AICPA at $1 each, with a discount for quantity 
orders.
The Accountant (England) 
recommends a British SEC
A professionally staffed agency similar to the 
Securities and Exchange Commission was urged 
last month by The Accountant, a weekly maga­
zine serving the profession in the British Isles. 
The magazine attributed the success of the Amer­
ican regulatory agency to the "appropriately pro­
fessional (finance and accounting) backgrounds 
of the members.. . . ”
The British publication cited a study showing 
that businessmen in America consider the SEC 
to be "perhaps the most effective of ail the agen­
cies set up by the government to protect the 
public.”
After touching on the role of the SEC in the 
Texas Gulf Sulphur developments and on the 
hearings in recent months on brokerage commis­
sions, the British magazine points out that "there 
is little inducement for American investors to 
cling to the belief that the reforms introduced 
at the time of the New Deal provided a system 
of investor defenses that would be proof against 
all future attacks. On the contrary, it is now seen
. . . that the growth of investment activity is 
bringing entirely new policing problems.”
One such problem is marked by the increasing 
efforts by the SEC to move into the field of un­
listed securities, since they greatly outnumber the 
stock issues listed on New York exchanges, ac­
cording to The Accountant.
"Enthusiasm for unlisted stocks has built up 
sharply with the new demand for performance’ 
stock to speed up the growth of an otherwise 
staid portfolio,” the magazine says, while point­
ing out that many of the stock market safeguards 
do not apply to unlisted securities.
"The key to this confusing situation is that out­
right fleecing of investors is continuing—pro­
bably increasing— but only outside the bound­
aries patrolled by the SEC,” the magazine says.
"In dealing with the more extreme instances of 
investor exploitation, it will also be well to bear 
in mind Spengler’s gloomy maxim, that man is a 
beast of prey.”
Ethics committee answers queries
Q. Publishers of employment guides for college 
graduates and postgraduates have asked the 
committee on professional ethics to approve list­
ings by accounting firms. Similarly, sponsors of 
career expositions and conferences have asked 
if accounting firms may properly participate in 
such meetings.
A. While the committee believes that it is not 
improper for accounting firms to recruit employ­
ees in competition with other professions and in­
dustry, members must observe the Code of 
Professional Ethics in such activities.
An employment guide is not considered to be 
a "directory” as that term is used in Opinion 
No. 1 1 (2 ) . Therefore, an accounting firm may 
list in an employment guide if the distribution 
of the guide is limited to individuals seeking 
employment, college placement officers, and 
others involved in placement programs. The list­
ing should be in good taste and should conform 
to the guidelines set forth in paragraph 3 of 
Opinion No. 9 .
An accounting firm may take part in a career 
exposition or conference provided that all ac­
counting firms wishing to do so may participate. 
Attendance must be limited to students and 
others seeking employment, and the firm’s ex­
hibit must be in good taste.
4AICPA publishes writings of 
William W. Werntz
William. W . Werntz: His Accounting Thought 
has just been published by the American Institute. 
The book is a collection of the writings of Mr. 
Werntz, who was Chief Accountant of the Securi­
ties and Exchange Commission from 1938 to 
1947. At his death in 1964 he was a senior part­
ner in Touche, Ross, Bailey & Smart.
The book contains a profile of Mr. Werntz by 
George H. Sorter, Professor of Accounting and 
Director of Doctoral Programs at the Graduate 
School of Business of the University of Chicago, 
an appendix of the SEC Accounting Series Re­
leases published during Mr. Werntz’s tenure as 
Chief Accountant, and an annotated bibliography 
of all of his articles and speeches that could be 
located.
In the foreword, Robert M. Trueblood, Chair­
man of "The Policy Group” at Touche, Ross, 
states that "the documents included in this vol­
ume should stand as a historical record of Bill’s 
thinking about accounting matters in the social 
and economic environment of his time. . . .  It 
seems that, in attempting to appraise any man, it 
is fortunate if one can use his own writings and 
the philosophy they contain to allow him to speak 
for himself. So it is as a tribute to Bill Werntz 
that this volume has been compiled.”
Professor Sorter explains that the essays should 
be particularly important to accounting students 
because "they provide an inside and informed 
and readable view of the development of finan­
cial accounting from 1938 to the present as seen 
through the eyes of a distinguished leader of the 
profession.”
His principal contribution to the Institute, ac­
cording to the foreword, related to his committee 
activities in accounting and auditing theory and 
practice. He was for nine years a member of the 
committee on accounting procedure and served 
for three years as its chairman, and he was a 
member of the special committee on research 
which designed the framework for the Account­
ing Principles Board. When he died he was chair­
man of the ad hoc committee on Opinions of 
the APB.
The writings are organized under five major 
topics: Accounting Research and Basic Prin­
ciples; Uses and Users of Accounting Reports; 
Specific Accounting Problems; Government and
Accounting; and The Securities and Exchange 
Commission.
The 638-page book is available from the 
AICPA order department at $15 for nonmembers 
and $ 12 for members.
Institute issues inventory control study
How the CPA can help management formu­
late inventory policies is the subject of the sixth 
Management Services Technical Study which 
was published in August by the American Insti­
tute. "Practical Techniques and Policies for In­
ventory Control” discusses two major ways the 
CPA can assist his corporate clients:
• By helping management identify the costs 
on which inventory policy must be based.
• By bringing a fresh, "outside” approach 
to problems in this area and by identifying situa­
tions in which change is required but which have 
become accepted as part of the corporate envi­
ronment.
The book covers the nature of various types 
of inventory— e.g., transit inventory, in-process 
inventory, organizational inventory— and the 
techniques for developing decision rules for the 
relevant costs in inventory control— the costs of 
ordering or producing inventory, of carrying in­
ventory and of being out of stock. It also dis­
cusses such additional techniques as A-B-C 
analysis, the fixed-order cycle system and EDP. 
There are four case studies.
The member’s discount price for Study No. 6 
is $2.40. An order form appeared in the Septem­
ber CPA.
Australian accountants 
value work of AICPA
The American Institute of Certified Public 
Accountants is held in high regard by the ac­
counting profession in Australia, an AICPA 
staff member has reported.
William C. Bruschi, examinations division 
director, who was invited to visit the country by 
the Australian Society of Accountants for a week 
in July, said that articles in The Journal of Ac­
countancy were widely read and that great in­
terest was expressed by Australian accountants 
in the literature on accountants’ legal liability.
The specific purpose of Mr. Bruschi’s trip was 
to participate in discussions regarding profes­
sional examination procedures in Australia.
Presenting a Fresh Look at a Long-Standing Problem
Accounting Research Study 
No. 10:
Accounting for Goodwill
By George R. Catlett and Norman O. Olson
One of the most urgent and controversial issues in the business world is the 
proper accounting for goodwill. The continuing conflict of views on this com­
plex subject is increasingly reflected in the broader problem of accounting for 
business mergers, acquisitions and consolidations.
The authors of this new study have recognized the larger context of account­
ing for goodwill. In particular, they have given considerable attention (and their 
basic assent) to the conclusions reached in ARS No. 5 : A Critical Study of 
Accounting for Business Combinations.
The present study attempts to reach conclusions which are as consistent as 
possible with existing accounting conventions and concepts, and are also in 
accord with the objectives of financial statements. In the absence of authorita­
tive definitions of such objectives, the authors have set forth their own views on 
these matters and evolved criteria or guides for use in considering the problem 
of goodwill accounting.
From an examination of the nature and valuation of goodwill, certain char­
acteristics were identified as distinguishing it from other elements of value of a 
business. These characteristics, together with the financial statement criteria or 
guides, form the bases upon which the conclusions have been developed and 
tested.
Although this Accounting Research Study is itself a subject of controversy, 
its publication was favored by a majority of the project advisory committee. The 
qualifying comments of all committee members and the Director of Accounting 
Research are appended to the study. It is expected that these comments— along 
with a careful reading of the authors’ premises, arguments and evidence— will 
provide a well-balanced understanding of the goodwill problem and stimulate a 
much-needed discussion within the accounting profession. 197 pages.
TABLE OF CONTENTS
Introduction . . . Nature and Valuation of Goodwill. . . Financial State­
ment Objectives and Accounting Conventions and Concepts . . .  Evolution 
of Accounting for Goodwill and Business Combinations . . .  Effects of the 
Form of Business Combinations on the Accounting . . . Accounting for 
Nonpurchased Goodwill. . .  Cost of Purchased Goodwill. . . Accounting 
for Purchased Goodwill. . .  Accounting Treatments in Related Areas . .  . 
Summary. Comments. Bibliography. $2.00
SEE OTHER SIDE FOR COMPLETE LIST OF ACCOUNTING 
RESEARCH STUDIES AND SPECIAL ORDER FORM.
TEN ACCOUNTING RESEARCH STUDIES 
ARE NOW IN PRINT
These studies are part of the American Institute’s continuing efforts to re­
solve areas of difference and inconsistency that exist in the preparation and pres­
entation of financial information. Their purpose is to analyze and thoroughly 
document specific problems, expose matters for consideration, and stimulate 
widespread discussion prior to the issuance of pronouncements by the Account­
ing Principles Board.
No. 1: The Basic Postulates of Accounting, Moonitz (0081)................. .$1.50
No. 2: “Cash Flow” Analysis and the Funds Statement, Mason (0082)... $2.00
No. 3: A Tentative Set of Broad Accounting Principles for Business
Enterprises, Sprouse & Moonitz (0083)..................................-... .$1.50
No. 4: Reporting of Leases in Financial Statements, Myers (0084)........ .$2.00
No. 5: A Critical Study of Accounting for Business Combinations,
Wyatt (0085) ...................................................................................$2.00
No. 6: Reporting the Financial Effects of Price-Level Changes, (0086) $2.50
No. 7: Inventory of Generally Accepted Accounting Principles for
Business Enterprises, Grady (0087-1) paper bound.................. .$3.50
(0087-2) cloth bound................ ......$4.50
No. 8: Accounting for the Cost of Pension Plans, Hicks 0088)............. $2.00
No. 9: Interperiod Allocation of Corporate Income Taxes, Black (0089) $2.00
No. 10: Accounting For Goodwill, Catlett & Olson (0090)..................... .$2.00
Post Binder (Three needed for all studies published to date) (0080)........ .$3.50
A m erican Institute of Certified Public A ccountants 
6 6 6  Fifth A venue, N ew York, N. Y . 1 0 0 1 9
Gentlemen: Please send me, postpaid, the Accounting Research Studies which 
I have indicated below. My payment is enclosed.*
__ No. 10: Accounting for Goodwill (0090) @ $2.00.
Also send these earlier Studies:
__ No. 1 (0081) @ $1.50 __ No. 4 (0084) @  $2.00
__ No. 2 (0082) @ $2.00 __ No. 5 (0085) @ $2.00
__ No. 3 (0083) @  $1.50 __ No. 6 (0086) @  $2.50
__ Post Binders @ $3.50
NAME_______________________________________
FIRM________________________________________
(if part of mailing address)
ADDRESS____________________________________
CITY______________________________ STATE_______________ZIP__________
*AICPA members may deduct a 20 percent discount from prices shown above 
if order totals $2.50 or more. A special discount notice is being mailed to ARA 
Members.
(Please add 5 percent sales tax in New York City. Elsewhere in 
New York State, add 2 percent state tax plus local tax if applicable.)
__ No. 7 (0087-1) @  $3.50
___(Cloth 0087-2) @  $4.50
__ No. 8 (0088) @ $2.00
__ No. 9 (0089) @$2.00
Free to AICPA Members—A Helpful New Guide to Recruiting
How to Hire Staff Assistants 
in Public Accounting Firms
Prepared under the direction of the 
Ad Hoc Committee on Staff Recruiting
The American Institute has just published a new booklet designed to assist 
small and medium-sized CPA firms in conducting systematic recruiting pro­
grams. It should fill a special need for firms which must compete on a part-time 
basis with professional recruiters and full-time personnel departments.
At the outset, this 45-page guide makes clear what the accounting practitioner 
has to face in his role of staff recruiter. The need for time, money and planning 
is emphasized strongly.
Readers are shown how to get— and capitalize on— leads from the major man­
power sources: colleges, personal contacts, ads, “walk-ins”, and employment 
agencies. A general outline and format for recruiting brochures is suggested, as 
well as a brochure substitute for use by small firms.
The preparation and performance of an interview are seen to be the crucial 
phases of the personnel recruiter’s task. The booklet emphasizes the need for 
realism and sensitivity on the interviewer’s part— especially avoiding the ex­
tremes of vague rambling and rigid “processing”. The comments in this regard 
by former applicants will prove enlightening.
Recruiters are reminded of the availability of the Institute’s Testing Program 
where other objective criteria of technical competence are lacking. They are 
also advised on the importance of making a suitable offer (a graph depicting 
the national trend of starting accountant salaries is included)— or promptly 
informing the applicant of his rejection.
The booklet concludes with a reprint of the useful “Principles and Prac­
tices of College Recruiting” and a checklist for reappraisal of a firm’s recruit­
ment program.
Single Copy—Free to AICPA Members Additional Copies—$1.00
SPECIAL REQUEST FORM
American Institute of Certified Public Accountants 
666 Fifth Avenue, New York, N. Y. 10019
Gentlemen: Please send me a single copy of the booklet, How to  H ir e  St a f f  
A cc o u n ta n ts in P u b l ic  F ir m s , which is available free of charge to Institute 
members.
N A M E .................................... ........... ............................................................................ ..........................
FIRM _______________________________________________________________ ........................
(if part of mailing address)
ADDRESS...... ........ ................................................. ................................ ................ ............ ..................
CITY___________________________________  STATE............................... .. ZIP___________
Also send m e______ additional copies of the booklet @  $1.00.
(Please add 5 percent sales tax in New York City. Elsewhere in New 
York State, add 2 percent state tax plus local tax if applicable.)
9Coming up: Computer Users Conference
"Accounting, Auditing, the Computer and 
You” is the title of a key panel discussion to be 
held at the Fourth Semiannual Conference of 
CPA Computer Users in Washington, D. C ., on 
November 12 and 13. This conference which is 
designed for CPAs currently providing EDP ser­
vices or planning to do so has as its theme 
"Accounting, Auditing and the Computer.”
This panel will be concerned with the audit­
ing and accounting implications and applications 
of the computer in the medium-sized and smal­
ler practice and will consider the approach to the 
auditing of clients’ EDP installations.
Mortimer Caplin, former Internal Revenue 
Service Commissioner and partner in Caplin and 
Drysdale, Attorneys, will speak on "Computers, 
the IRS and the Tax Practitioner” on November 
12. The Institute’s Executive Vice President, 
Leonard Savoie, will speak on "The Public In­
terest Aspects of the Performance of Computer 
Services by CPAs” on November 13.
Robert Nadel, CPA, Hertz, Herson & Co., will 
be the moderator of a panel entitled "Approach­
ing the Use of EDP in the Smaller Accounting 
Practice.”
A special half-day "Workshop in Computer 
Auditing” will be held on Monday, November 
11, at the same location. Its purpose will be to 
familiarize CPAs with the use of the computer 
as a viable audit tool. The case study method 
will be used and there will be ample opportun­
ity for audience participation.
For further information regarding either 
event, contact Noel Zakin at the Institute. Ad­
vance registration is required. Deadline: Oct. 28.
Conference ( from page 1)
Monday luncheon speaker, discussed the proposal 
for the incorporation of CPA firms. (See the 
article by Mr. Stone in the March 1967 issue of 
The Journal of Accountancy.)
The Monday afternoon session on require­
ments for the CPA certificate pointed up the 
growing importance of education and the de­
clining importance of experience. James H. 
MacNeill spoke on education requirements and 
William P. Hutchison talked about experience 
requirements.
On the last day of the session, Philip R. Stans­
bury, AICPA legal counsel, Bernard S. Kubale,
Wisconsin Society of CPAs legal counsel, and 
Wilhelm E. Shissler, Pennsylvania Institute of 
CPAs legal counsel, discussed the general con­
stitutional considerations and the legal problems 
in drafting and administering accountancy laws.
E. Waldo Mauritz, Accounting Advisor, In­
ternational Finance Corporation, was Tuesday’s 
luncheon speaker. He emphasized the fact that 
the use of independent audits by state and local 
governments was steadily increasing.
Discussion groups which followed each ses­
sion were attended by representatives from 42 
jurisdictions.
Savoie ( from page 2)
the considered opinion of the committee on
............................... .........., and as such contains the
best thought of the profession as to the best prac­
tices in the industry. Members should be aware 
that they may be called upon to justify departures 
from the committee’s recommendations.”
The first audit guide containing this new 
language was "Audits of Personal Financial 
Statements,” which was issued in June 1968.
After this language was approved, the stand­
ard note in Statements on Auditing Procedure 
appeared weak and negative by comparison. 
Therefore, the committee on auditing procedure 
proposed, and the executive committee ap­
proved, a revision to be contained in Statements 
on Auditing Procedure issued hereafter, as 
follows:
"Statements on Auditing Procedure present 
the considered opinion of the Committee on 
Auditing Procedure, which is the senior technical 
committee of the Institute designated to issue 
pronouncements on auditing matters. Departures 
from the committee’s recommendations must be 
justified by those who do not follow them.”
No change in the authority of audit guides or 
of Statements on Auditing Procedure is intended 
by the change in the notice. According to legal 
counsel, those containing the old notice are in 
fact just as authoritative as those containing the 
new notice, since in either case they would be 
cited as the highest authority available in the 
area. No change has been made in the right of 
an individual committee member to have his 
dissent published in a guide or statement.
The objective of these changes is solely to 
avoid the possibility of misunderstanding by the 
members.
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APB background and present 
activities are topic of booklet
The evolution of the Accounting Principles 
Board and its role in the American economy is the 
subject of a brief booklet now in production at 
the AICPA. It is expected to be ready for distri­
bution soon.
The publication represents the first compre­
hensive description of the APB outside of the 
official literature. It is to be distributed to finan­
cial officers of major corporations and will be 
available at no charge to members.
The history of accounting principles is traced 
through the Securities and Exchange Acts of 
1933 and 1934, the AICPA committee on ac­
counting procedure and the issuance of some 51 
Accounting Research Bulletins in 20 years.
"Despite this progress,” the booklet states, 
"a feeling persisted, both within and without the 
profession, that there were still too many alterna­
tive accounting principles applicable in similar 
circumstances, yet regarded as 'generally ac­
cepted.’ ”
The rapid pace of change in business condi­
tions with new forms of financing, new tax laws 
and more complex corporate structures gave rise 
to a demand for the further development of ac­
counting principles which would meet the com­
plexities of the modern era, according to the 
booklet.
"The AICPA in 1959, therefore, created a 
new body, the Accounting Principles Board, to 
succeed the committee on accounting procedure 
and to carry on its work in a broader and more 
intensive way,” the booklet says.
Procedures of the APB in issuing an Opinion 
are detailed, with stress being placed on the broad 
sampling of corporate, financial and industrial 
thought which is solicited by the APB during the 
deliberative steps leading up to the final draft 
of an APB Opinion.
A reader writes: on International Associates
Among the many proposed changes in the 
Institute’s bylaws that members will soon have 
the opportunity to vote on is one designed to 
improve the international standing of American 
accounting by re-establishing the International 
Associate class of membership in the Institute. 
Recommended by the committee on international 
relations, the proposal has been approved by the
Board of Examiners, the executive committee and 
the Council of the Institute. It was discussed in 
the Editors’ Notebook (JofA, Oct.67, p.30) and 
briefly described in The CPA (July-Aug.68, 
pp. 14-15). The proposed revision would em­
power Council to admit qualified accountants of 
other countries.
The intention is to permit citizens of foreign 
countries who have earned a degree with a con­
centration in accounting at an accredited Ameri­
can university to take the Institute’s Uniform 
CPA Examination and, on passing it, to become 
an ''International Associate, American Institute 
o f Certified Public Accountants.”
For decades the door has been open to foreign 
students who have the scholastic aptitude to enter 
American universities to study accounting, but 
the door has been closed to these same students 
when they tried to establish professional recogni­
tion by acquiring the CPA certificate because state 
laws have up to now required U.S. citizenship as 
one of the prerequisites for the CPA.
This has been in contrast to the practice of 
several British accounting societies which have 
had their examinations and their membership 
open to qualified foreign accountants.
All of the proposed bylaw changes will be 
presented for adoption or rejection as a whole. 
Members should therefore keep in mind that an 
affirmative vote of the membership on all pro­
visions will not only bring about desirable im­
provements in the structure of the Institute but 
will have an important influence on international 
accounting practice.
At a time when there is increased emphasis 
on international business and on the importance 
of raising the standards of accounting in other 
nations as well as in our own, it seems highly de­
sirable for the Institute to take this step which 
would encourage more foreign students, particu­
larly from the developing countries, to study 
accounting in the U.S. and upon return to their 
homelands to work for the acceptance of account­
ing principles and auditing standards which 
would be in accord with those in the United 
States.
Robert I. Dickey, CPA 
Professor of Accountancy 
College of Commerce and  
Business Administration 
University of Illinois, Urbana
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AICPA booklets suggested 
for display in offices
The public relations staff of the AICPA has 
suggested that members make more extensive 
use of Institute booklets and pamphlets in the 
reception rooms of their offices.
A growing list of such publications is available 
from the order department of the AICPA at no 
cost to members. The publications are addressed 
both to the lay public seeking a CPA’s services 
and to young people seeking information about 
a career as a CPA. Some of them are as follows:
The latest in the series, The Making of a CPA, 
was published last spring. It is a 20-page, seven- 
by-ten inch picture essay of a young man’s entry 
into the profession of accountancy through col­
lege training, employment with a CPA firm and 
the attainment of his own CPA certificate. The 
photographs show how a CPA goes about his 
daily tasks both in his office and with clients.
A Career as a Certified Public Accountant, the 
Institute’s overall recruiting booklet, describes 
the profession in general terms, discusses the 
CPA’s work and relates the profession to a stu­
dent’s aptitudes, achievements and ambitions.
An Accountant Considers His Profession, by 
Robert M. Trueblood, former AICPA president, 
is a reprint of an article published in The Busi­
ness Lawyer, an American Bar Association maga­
zine.
legislation (from page 1)
Division. Provisions regarding appeal of deci­
sions, the rights of representation of taxpayers by 
nonlawyers, and, more critically, rights of prac­
tice by CPAs, were unclear.
In February of this year substitute legislation 
for S 18 was introduced in Congress by Senator 
Long and Representative Mills. The bills pro­
vide for a "small tax claims” procedure in the 
Tax Court to apply to deficiencies and overpay­
ments of $1,000 or less. The procedure is 
optional with the taxpayer. It may be initiated 
by the taxpayer upon filing a petition with the 
Tax Court and the Court must agree to hear 
the case. Only a brief summary report would be 
rendered by a Tax Court judge or Commis­
sioner. Decisions would be final, nonappealable 
and would not set precedents for any other case.
These latest bills contain the following 
language with respect to practice: " . . .  the tax­
payer may also be represented [in the small tax 
claims procedure] by any person recognized to 
practice before the Internal Revenue Service.” 
This would mean that all CPAs, not only those 
presently admitted to practice before the Tax 
Court, would be eligible to represent taxpayers 
in small claims procedures. So would lawyers 
and persons enrolled to practice before the IRS.
In expressing support of the Mills-Long leg­
islation the Institute’s tax committee said:
"Although the administration of the self- 
assessment tax system is generally good, its 
maintenance requires the full confidence of all 
taxpayers in its fairness. W e believe that the 
adoption of the proposed legislation, providing 
a simple, inexpensive and informal procedure 
for settling small tax claims expeditiously out­
side of the Internal Revenue Service’s adminis­
trative process, may do much to maintain the 
American people’s confidence in our tax system.
"If  the proposed procedure does no more than 
provide a forum for a fair, quick, and inexpen­
sive settlement of tax controversies for those 
taxpayers who feel that it is not appropriate for 
the IRS to act as 'policeman, court and jury,’ it 
may have accomplished a great deal.
"W e request that you consider the following 
recommendations in connection with the pro­
posed legislation:
"1. W hile we assume that rules of practice 
and procedure for administering the proposed 
small tax claims procedure will be prescribed 
by the Tax Court, we believe the proposed leg­
islation should specifically authorize this with 
the admonition that such rules should be con­
sistent with the intent of the legislation; that is, 
to provide a simple, inexpensive and expedient 
forum for handling small tax disputes.
"2. The new procedure should be available to 
taxpayers with tax disputes involving an amount 
greater than $1,000 (deficiency or overpayment 
for any one year) as proposed, but not to exceed 
$2,500. This would enable the legislation to 
reach a great number of taxpayers. It should be 
noted that the Internal Revenue Service follows 
a procedure for distinguishing between cases 
requiring more or less formality. In field audit 
cases in which the amount in dispute is less than 
$2,500 per year, a taxpayer need not prepare a 
written protest in connection with a district con­
ference arranged with the IRS in an effort to 
resolve the dispute.”
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PD division to distribute 
training tapes
A series of tape recordings which cover a range 
of topics of interest to accountants is being 
readied for distribution in the fall by the profes­
sional development division of the AICPA. The 
one-hour recordings, or CP Audio Reports, are 
being developed jointly by the California Cer­
tified Public Accountants Foundation for Educa­
tion & Research and the AICPA. A specific date 
for the issuance of the first five recordings and 
their costs will be announced by the Institute.
The first five tapes to be distributed are as 
follows:
• "The Economics of an Accounting Practice.”
• "Unaudited Financial Statements.”
• "How to Save a Client Taxes in the Course of 
an Audit.”
• "The Role and the Responsibility of the CPA, 
the Programmer, the Analyst and the Client in 
Using the Service Bureau.”
• "Current Events in the Accounting Profes­
sion.”
It is expected that some 15 tapes will be avail­
able within the coming year.
The PD division points out that the tapes may 
be used at the convenience of the individual, in 
conjunction with other accountants and in staff 
training programs.
Independence Committee 
Report Available
The AICPA ad hoc committee on in­
dependence, which had been ap­
pointed to study the compatibility of 
auditing and management services, 
has submitted an interim report to the 
executive committee. The report has 
been printed and copies are available 
to members on request. The committee 
welcomes members’ suggestions and 
comments.
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Highlights of AICPA 81st annual meeting
At the closing session of one of the most stimulating annual meetings in recent 
years, Representative W ilbur D. Mills (D -A rk.), Chairman of the powerful 
House Ways and Means Committee, outlined criteria for judging tax reform 
proposals.
After stating that he saw "little possibility” of letting the income surtax 
expire next year without further drastic economies, he said that tax legislation 
should meet the following tests: ( 1) should be primarily for revenue; (2 )  "the 
broader the base, the lower the rates can be” ; (3 )  should encourage investment 
but avoid creation of unused capacity; (4 )  be as nearly neutral as possible in 
effect on taxpayers’ business decisions; (5 ) be fair both among and between 
taxpayers; (6 )  achieve the greatest possible simplicity.
Representative Mills told the AICPA members that the Ways and Means 
Committee had often benefited from Institute suggestions and recommenda­
tions, and will welcome more in the future.
President Kent emphasizes social responsibility
Following the business session on Monday morning (see minutes, p. 7 ) , 
newly elected President Ralph E. Kent set the tone of the meeting with an 
inaugural address in which he stressed the obligations of CPAs as citizens with 
special skills and knowledge in a world whose problems are increasing in many 
areas. He urged AICPA members particularly to give assistance in the develop­
ment of "black capitalism” and also to find room for more Negroes in CPA 
firms.
In another field of social responsibility he urged the Institute and its members 
to take positions on tax policy, as well as on the more technical aspects of 
taxation.
President Kent’s plea for aid to black businessmen was echoed at the Tuesday 
luncheon by Thomas R. Wilcox, vice chairman, First National City Bank of 
New York, who spoke as a representative of the Urban Coalition. He said that 
black citizens are becoming less concerned about government activities, but 
want "a  piece of the action where the action is” in the business community.
Referring to the problems directly affecting ( continued on page 5 )
2Council receives reports on planning, research, standards, public relations
Using for the second time a format eliminating 
extensive oral reports on what had been done in 
the preceding period, the Council meeting in 
Washington October 12 devoted its attention to 
problems rather than achievements. The result 
was a series of special reports on topics of broad 
professional interest. They evoked much discus­
sion and it is hoped that the following summaries 
of the reports will stimulate members to com­
ment further on the subjects.
Introduction to special reports
John L. Carey, administrative vice president, 
expressed the opinion that nonprofit institutions 
like the Institute "may be less sensitive, less re­
sponsive to public opinion even than some profit- 
making corporations which have learned through 
harsh experience that the customer is always 
right. A sudden drop in profits is a visible warn­
ing. The nonprofit institution has no equally 
timely signal that something is wrong.”
Some institutions may fail, he said, because 
"organization and procedures may be so complex 
that timely decision-making is virtually impos­
sible. Responsibility may be so diffused that the 
buck never stops anywhere. Preoccupation with 
its own internal affairs may obscure the real 
reasons for an organization’s existence.
"The entire financial community, including the 
accounting profession, is in a storm center. Old 
standards are being brushed aside, almost as if 
they were irrelevant. New rules are evolving 
piecemeal, through government edict and court 
decisions, the full import of which is not yet clear. 
Public expectations have been raised through in­
vitation to participate in the 'people’s capitalism,’ 
but the institutions involved in this capitalistic 
process apparently have not changed rapidly 
enough to meet the expectations.
"How does the Institute measure up? I will 
give you my opinion.
"It has its own vested interests, of course, but 
it has developed institutional arrangements which 
can prevent any of them from dominating policy, 
or blocking progress.
"It is aware that it lacks the profit motive which
provides an early warning system, but tries to 
provide other types of radar to detect danger 
signals.
"It has strong leadership— neither timid nor 
reckless. It is not afraid to take positions.
"It is in the process of revising its complex 
organization and procedures— partly through the 
pending amendment of the bylaws— to facilitate 
timely decision-making, and to clarify responsi­
bilities so that the buck will always stop some­
where.
"It fights the tendency to become preoccupied 
with its own internal affairs, and by constantly 
restating its goals reminds itself of the real rea­
sons for its existence.
"It does not suffer from lack of criticism, but 
unfortunately not enough of the criticism can be 
called 'disciplined.’ Too often members of the 
Institute make their criticisms unilaterally in 
public forums where there is no opportunity for 
reasoned debate with colleagues. Too often, also, 
ill-informed outsiders criticize unfairly, for the 
wrong reasons. The best place for constructive 
criticism and disciplined dialogue is in this 
Council itself. If the results of such debate were 
released to the public it might minimize destruc­
tive criticism from the outside.”
A new approach to research
H. Justin Davidson, member of the planning 
committee, reported on the proposal to increase 
the profession’s research efforts. The plan in­
volves principally the broadening of the scope of 
research to include auditing, taxes, and other 
subjects, in addition to the present work in ac­
counting principles. The methods of research 
would also be expanded.
The committee believes that the enlarged re­
search effort should be under the supervision of 
a top level, permanent committee which would 
co-ordinate and control research projects. Such 
a group would serve not only to stimulate and 
cross fertilize ideas but to make more effective 
use of the profession’s resources in this vital area.
Practical first steps toward achieving this re­
search goal were cited from the planning com-
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The tax responsibilities program
Donald T. Burns, general chairman of the 
committee on federal taxation, reported on the 
tax responsibilities program, particularly on the 
status of the proposed statement, "Knowledge 
of Error.” This deals with the responsibilities of 
the CPA when he learns of an error or omission 
in a client’s previously filed income tax return. 
A draft of this statement was sent to all members 
of the committee for a mail vote. The balloting 
was completed on October 1, with 40 members 
voting for adoption, 29 voting against the draft 
and 1 member abstaining.
Though the draft had the approval of a ma­
jority of the committee members, it did not re­
ceive the two-thirds vote required for adoption. 
However, Mr. Burns said that the subject of the 
proposed statement would not be dropped and 
that the profession would continue consideration 
of it.
What others are saying about CPAs
Stewart Schackne, public relations consultant, 
said that a few years ago CPAs used to say that 
the profession was too little known. People were 
not aware of the full range of his services. Now 
there is "wide awareness of the profession and 
acknowledgment of its importance. The CPA is 
recognized as broadly, rather than just narrowly, 
skilled.”
This improvement in the profession’s public 
relations has been gained through two main lines 
of effort. "One has been explanation of some of 
the problems and processes of accounting. The 
other has been the confession of shortcomings, 
doing something about them, and reporting the 
actions taken.”
Mr. Schackne said that "the center of the pro­
fession’s public relations task is shifting from 
generally accepted principles to independence.”
He added that "This is not to say that the APB 
could relax its efforts, or that the Institute could 
slack off on publicizing the Board’s work, with­
out serious public relations risk. Nor is it to be 
understood as referring mainly to the matter of 
management advisory services. In my opinion, 
this latter issue is only part of a much wider 
potential disturbance in the public opinion 
weather.”
Mr. Schackne concluded with the following
comments: "As we look ahead, it appears that 
the trend might be affected by the public’s expec­
tations of the accounting profession as a protec­
tor, by the public’s judgment as to the independ­
ence of auditors, and by its concept of the relation 
between the two. The matter will probably be 
seen by the public in simplistic terms— for exam­
ple: How can a CPA serve both management and 
the stockholders when their interests are not al­
ways identical?
"The Institute’s recommendation a year or 
more ago that companies appoint audit commit­
tees composed of directors who are not part of 
operating management is the kind of action that 
can be constructive in this area. W hat other ac­
tions would be helpful I, as a layman, am not in a 
position to suggest. It is something, however, to 
which the profession might well give thought in 
order to be properly prepared.”
Professional standards and the public interest
"The public interest has become the dominant 
factor in the professional practice of accounting,” 
said Leonard M. Savoie, executive vice president. 
"An accountant who thinks merely in terms of 
providing a company’s management the same 
old audit based on the same old loosely defined 
practices is product-oriented. Unfortunately, his 
product is obsolete. The old product and old rules 
are not good enough to satisfy the rising expecta­
tions of the public.”
He added that the public "has a real interest 
in CPA services other than auditing, but this 
has not often been identified. More often than 
not the position is taken that, except in the audit­
ing area, the CPA practicing public accounting 
should be concerned only with the needs of client 
management and should be a strong advocate of 
management’s interests.
" I believe it is preferable,” he continued, "for 
the CPA to be aggressive in demonstrating inde­
pendence and objectivity by the manner in which 
he performs all of his services. If this is impos­
sible, perhaps the proper scope and role of the 
CPA in the several areas of practice should be 
reappraised.
"Our professional standards have mainly been 
directed to accounting and auditing. But we have 
made a start also in taxes and management serv­
ices. This start is none too early— standards in all 
areas will have to be raised if we want to main­
tain and extend the ( continued on page 4 )
4scope of the profession's practice,” Mr. Savoie 
said.
"Professional standards should be enacted 
only after careful consideration by responsible 
representatives of all segments of the profession. 
But there should be a greater facility in coming 
to agreement on what standards are needed, and 
how existing standards can be improved.”
A proposal for audit review
James P. Ould, Jr., member of the planning 
committee, proposed, on behalf of his committee, 
"an advisory service for quality review of inde­
pendent audits.” The service would be per­
formed by the Institute on a fee basis for mem­
bers who request it. The identity of the partic­
ipants and the results of the review would remain 
confidential.
The audit review would be initiated by the 
member himself and would not, like the existing 
practice review program, depend on third party 
participation.
The service would include an overall review 
of a firm’s audit practice and review of individual
Elected to Accounting 
Principles Board
At the meeting of Council last month in 
Washington the following members of 
the Accounting Principles Board were, 
upon recommendation of the executive 
committee, re-elected by Council to 
three-year terms: George R. Catlett of 
Chicago, Professor Sidney Davidson of 
the University of Chicago, Louis M. Kess­
ler of New York, Oral L. Luper of Hous­
ton, and Frank T. Weston of New York.
Emmett S. Harrington of New York was 
selected as a new member of the APB. 
Mr. Weston was named chairman of the 
APB fiscal committee and Mr. Catlett was 
reappointed to that panel. Philip L. De­
fliese, a member of the APB, was named 
to the fiscal committee as a new member.
engagements for technical competence, fairness 
of presentation of financials, and the soundness 
of the auditor’s opinion.
Such periodic review would assure mainte­
nance of audit competence and be an incentive 
to excellence. This is the purpose of the service. 
It is not intended as a means of accreditation nor 
would it provide a basis for censure.
Counsel has advised that the foreseeable legal 
problems can be readily resolved.
The obvious problems of staffing and financing 
the service can, in the committee’s view, be solved 
by launching an initial pilot program. "After the 
pilot project has proved the idea feasible, the 
program should be entirely supported by the fees 
of members who take advantage of it,” said Mr. 
Ould.
After refining the plan further, he added, the 
planning committee proposes to ask Council for 
an appropriation to get the experimental project 
started.
The Institute's planning process
John Lawler, managing director, explained 
how the annual program of the Institute is de­
veloped. The division directors, he said, prepare 
a forecast of activities in their areas for the com­
ing year. They estimate completion dates and 
costs of major projects. They list continuing ac­
tivities, highlighting those that are to be changed 
significantly.
Each of the twelve division directors then 
meets with executive office representatives to 
review his forecast. The result of all this effort 
is a consolidated plan covering the entire range 
of Institute activities for the next fiscal year.
Throughout this process the planning and 
budgeting processes are co-ordinated. The con­
solidated plan is reflected in the budget, which 
in turn reflects the plan.
"The emergence of a plan from a staff-wide 
effort,” Mr. Lawler said, "has . . . underscored 
a simple fact which is occasionally forgotten: 
that the successful completion of virtually every 
major project of the Institute demands the par­
ticipation of many members of the staff in differ­
ent divisions. The plan, therefore, is also an 
internal communication device— providing an 
advance alert to one part of the staff about a 
pending development in another which may 
require their collaboration or affect their own 
programs.”
Highlights (from page 1)
CPAs as such, Mr. Kent said that the profession 
must "comprehend and react to changing pub­
lic expectations— both the expectations of our 
clients and of the users of financial statements.” 
He also emphasized the need "to be aware of and 
cope with mounting legal responsibilities.”
Plenary session on “ The Crisis of Our Times“
An unusual plenary session Tuesday morning 
had three speakers and three panelists discussing 
"The Crisis of Our Times,” with AICPA Vice 
President Walter J. Oliphant as chairman.
Columbia University Professor Daniel J. Bell 
outlined four major changes taking place in 
American society: (1 ) shifts in rural-urban and 
racial proportion; (2 ) nationalization—disap­
pearance of regional differences; (3 ) communal­
ization, with more and more services provided by 
local government; (4 ) post-industrial stage, with 
services becoming more important than physical 
production.
Dr. Mancur Olson, Jr., deputy assistant direc­
tor of the HEW Department, stressed the need 
for "social indicators” to measure the value and 
volume of things such as health and education 
which do not enter directly into the price system. 
Because of their absence, he noted that the offi­
cial national income accounts are increasingly 
inadequate as measures of how well off we are.
Former AICPA Vice President David F. Lin­
owes outlined areas in which the particular skills 
of the CPA can contribute to improved measure­
ment of social progress. His talk, on "Socio-Eco­
nomic Accounting,” appears in the November 
Journal of Accountancy.
Following the plenary session on current social 
problems, simultaneous technical sessions were 
held Tuesday afternoon and Wednesday morn­
ing on specific issues facing the profession.
Hazards of liability weighed
Mr. Kent, past chairman of the AICPA com­
mittee on legal liability, moderated a technical 
session Tuesday afternoon on "The Hazards of 
Liability.” Members of the liability committee 
who spoke were: Harry C. Zug of Pennsylvania, 
Walter M. Baird of California and John C. Schu­
mann of New York.
David Isbell of Washington, D. C., AICPA 
legal counsel, was also a panel member.
Mr. Zug discussed historical aspects of the
problem in a talk "What’s Past Was Not Pro­
logue.”
In a speech entitled "Case Lessons from the 
Present,” Mr. Baird outlined important litigation 
involving accountants which has been in the 
courts in recent months.
Mr. Isbell, in "A Lawyer’s Look in the Liability 
Crystal Ball,” projected the courses likely to be 
followed by the courts and the profession.
Mr. Schumann spoke on "Accountants’ Lia­
bility Insurance—Fact or Fiction.” He said that 
underwriters saw only a narrow market for lia­
bility insurance. He therefore urged full partici­
pation by practitioners in available state society 
plans and the inauguration of such plans where 
they had not yet been sponsored.
Tax reform discussed
On Wednesday morning one of two simul­
taneous technical sessions was devoted to "The 
Economics of Taxation.” Durwood L. Alkire of 
Washington, AICPA vice president, was chair­
man of the panel.
Kenneth LeM. Carter, CA, former chairman of 
the Canadian Royal Commission on Taxation, 
spoke on "A Bold Prescription for Tax Reform: 
The Canadian Carter Report.” Mr. Carter out­
lined the findings of the Carter commission after 
a four and a half year study.
Mr. Carter said that the commission dismissed 
"suggestions of an expenditure tax, an added 
value system or wealth taxes.” Among those rec-
Representative Mills as he addressed AICPA Annual Meeting.
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6Newly elected AICPA president Ralph E. Kent, left, and retiring 
president Marvin Stone, right, greet Thomas R. Wilcox, vice 
chairman of the First National City Bank of New York, before 
his speech on behalf of the Urban Coalition at the Tuesday 
luncheon session of the Institute’s annual meeting.
ommendations "most radical to the Canadian 
scene,” he included the following:
• Elimination of double taxation of corporate 
income flowing to Canadian residents.
• Assessment of full capital gains tax with full 
offset of losses of all kinds, with deemed realiza­
tion on death of property gains.
• Establishment of a family unit for taxation 
purposes so that gifts and bequests between mem­
bers of the unit are unrestricted.
W illiam F. Hellmuth, Jr., Deputy Assistant 
Secretary for Tax Policy in the U.S. Treasury De­
partment, spoke on "The Critical Issue of Priori­
ties.”
Joseph A. Pechman, director of economic stud­
ies of The Brookings Institution, spoke on "The 
Problem of U.S. Tax Reform.”
The art of managing
Bernard B. Isaacson, Arthur E. W itte and 
Reginald L. Jones, Jr., gave down-to-earth advice 
on "The Practical Art of Managing a Practice” 
at the second Wednesday morning session. Mr. 
Isaacson gave an illustrated talk on forms for a 
CPA office, Mr. W itte outlined advantages of a 
management audit of the CPA firm, and Mr. 
Jones discussed profit planning for an accounting 
practice. Vice President Samuel A. Derieux pre­
sided, and Leonard S. Brown was the moderator.
Guides for management services
At the other session on Tuesday afternoon 
Felix Kaufman, H. G. Trentin and W illiam D. 
Osmundson expanded on the material presented
in the recently published MAS Bulletin No. 1, 
"Guidelines for Administration of MAS Engage­
ments.” Vice President Eli Mason presided and 
management services committee chairman Jordon 
L. Golding was the moderator.
Lawler is Administrative Vice President
John Lawler was elected AICPA Administra­
tive Vice President by the Institute Council at its 
organization meeting October 14. He succeeds 
John L. Carey, who recommended the transfer of 
title at this time because his retirement next May 
comes before the end of the current fiscal year.
Mr. Carey has been named Assistant to the 
President, and will be freed of administrative 
duties so he can devote his time in coming 
months to a history of the accounting profession 
in the United States and other special projects.
Mr. Lawler, who has been serving as Manag­
ing Director, joined the Institute staff in 1949. 
He has been assistant director of public relations, 
director of state society services, and editor of 
The Journal of Accountancy. In his new capacity 
he will share staff responsibility with Executive 
Vice President Leonard M. Savoie.
In special recognition of Mr. Carey’s 43 years 
of service to the Institute and the accounting pro­
fession, Senator Jacob K. Javits of New York 
put into the October 14 Congressional Record 
an appreciation of his "brilliant, imaginative and 
creative leadership.”
At the Monday luncheon during the annual 
meeting, retiring President Marvin Stone ex­
pressed the profession’s gratitude to Mr. Carey, 
and presented him with a replica of the past 
president’s insignia. Also praised for their service 
were two other AICPA staff members who will 
retire at the same time as Mr. Carey: Director of 
Publications Charles E. Noyes and Mrs. William 
Nicholson (better known to members as Eliza­
beth Arliss), manager, executive office.
New AICPA ethics division formed
The new Council also elected nine members 
of the committee on professional ethics (see box, 
p. 7 ) . This marks the first step in a basic revision 
of the structure and operation of the committee 
on professional ethics and of the five-member 
staff which serves it.
Until now this staff has functioned as a depart­
ment within the professional relations division.
7Donald J. Schneeman, formerly manager of the 
professional ethics department, has been named 
director of the newly created division of profes­
sional ethics.
The new division consists of an "executive 
group” of nine members, several "constituent 
committees” of varying sizes, and the staff. Under 
the proposed revision of the bylaws to be voted 
on by members, the executive group would be 
appointed by the president, with the concurrence 
of the executive committee (or board of direc­
tors), and the constituent committees would be 
appointed directly by the president.
However, since the present bylaws require that 
ethics committee members be elected by Council, 
this phase of the plan cannot be implemented 
until the bylaw amendments are approved. The 
newly elected ethics committee will meanwhile 
function as the executive group. The president 
has appointed several constituent committees
which will function as advisory committees to the 
ethics committee until the bylaws are amended.
The 1968-69 ethics committee
For three years:
Thomas D. Flynn, New York, Chairman 
Peter Arnstein, California 
Wallace E. Olson, Illinois 
For two years:
Ivan O. Bull, Iowa 
Keith A. Cunningham, New York 
Harry F. Reiss, Jr., New York 
For one year:
Walter H. Crim, Washington 
George H. Greene, Indiana 
W. Kenneth Simpson, Kentucky
Minutes of the annual meeting: Washington D.C., October 14, 1968
The eighty-first annual meeting of the Amer­
ican Institute of Certified Public Accountants 
convened at 9 :00 a .m ., October 14, 1968, at the 
Statler-Hilton Hotel, Washington, D.C. Presi­
dent Marvin L. Stone presided.
Address of welcome
Thomas A. O ’Neil, president of the District of 
Columbia Institute of Certified Public Account­
ants, welcomed the members of the AICPA to 
Washington.
Guests from other countries
The chairman was pleased to announce that 
the following accountants of other countries were 
present: Washington SyCip, of the Philippines; 
Utomo Josodirdjo, of Indonesia; T. N. Soong, of 
Taiwan; and Jacob C. Wisse of the Netherlands. 
Mervyn Graves, president of the Canadian Insti­
tute of Chartered Accountants, Stanley Dixon, 
president of the Institute of Chartered Account­
ants in England and Wales, and Señor Rafael 
Alonso y Prieto, president of the Instituto Mexi­
cano de Contadores Publicos, brought greetings 
from their organizations.
Approval of minutes
Minutes of the annual meeting of September 
25, 1967, were approved as printed and circu­
lated to the members in the November 1967 issue 
of The CPA (pp. 7-9).
Report of the auditors
Leonard Price, of the firm of Klein, Hinds & 
Finke, reported that the financial statements of 
the Institute and its affiliated corporations fairly 
presented their financial condition at August 31, 
1968, and results of operations for the year then 
ended. On motion duly made and seconded, the 
report of the auditors (see pp. 10-16) was re­
ceived.
Introduction of past presidents
The chairman introduced the past presidents of 
the AICPA in attendance: T . Coleman Andrews, 
Virginia; Thomas D. Flynn, New York; Hilliard 
R. Giffen, California; Clifford V. Heimbucher, 
California; Norman Loyall McLaren, California; 
Louis H. Pilié, Louisiana; John W . Queenan, 
New York; J. S. Seidman, New York; and J. 
Harold Stewart, New York.
Report of Council
The chairman announced that the 1968 report 
of Council to the membership entitled "Achiev­
ing the Profession’s Objectives” had been mailed 
to all members of the Institute.
Report of the president
Mr. Stone reported to the membership on ac­
8tivities of the year. He discussed particularly the 
investigation of the problem of practice of ac­
counting in corporate form, the compulsory con­
tinuing education proposal and the recommenda­
tion to appoint a committee to co-ordinate, and 
allocate funds for, various research projects.
Presentation of awards for outstanding 
accounting literature
President Stone presented the awards for dis­
tinguished accounting literature to the following 
persons who had been selected by a special com­
mittee of the American Accounting Association:
Professor Joel S. Demski of Stanford Univer­
sity for his article, "An Accounting System Struc­
tured on a Linear Programming Model,” which 
appeared in the October 1967 issue of The Ac­
counting Review.
Professor Yuji Ijiri of Carnegie-Mellon Uni­
versity for his book, The Foundations of Account­
ing Measurement, which was published by Pren­
tice-Hail.
Presentation of the Lester Witte Award
President Stone presented a new annual award, 
sponsored by the Lester W itte Foundation, for 
the best article published in the Practitioners 
Forum of The Journal of Accountancy. This first 
award covered the period January 1967 to June 
1968 and was won by Donald H. Cramer of the 
New York office of Touche, Ross, Bailey & Smart. 
His article, entitled "The Use of Money in 
Motivating Professional Personnel,” appeared 
in two parts in the April and May 1968 issues.
Hereafter, the award, which consists of a $100 
cash prize and a lettered plaque, will cover a one- 
year period ending with the June Journal.
Elijah Watt Sells Awards
John A. Baker, Jr., chairman of the Board 
of Examiners, presented the Elijah W att Sells 
Awards to candidates who had received the high­
est grades at the November 1967 and May 1968 
CPA examinations.
For the November examination, the gold med­
al was awarded to Gail Ayn Levin, who is on 
leave from the Chicago office of Arthur Ander­
sen & Co. to study law at Duke University, and 
the silver medal was given to Robert J. Freeman, 
professor of accounting at Louisiana Polytechni­
cal Institute in Ruston.
For the May examination, the gold medal was
presented to Robert O. Kaiser, a staff accountant 
in the Detroit office of Touche, Ross, Bailey & 
Smart, and the silver medal was awarded to Lee 
R. Barbakoff, a staff accountant with the Chicago 
accounting firm of Deitch, Barbakoff & Assoc.
Report of the committee on awards
J. T . Koelling, chairman of the committee on 
awards, presented the AICPA Gold Medal Award 
for Distinguished Service to John W . Queenan, 
a past president of the AICPA and senior partner 
of Haskins & Sells.
Mr. Queenan addressed the members briefly 
and expressed his thanks.
Election of officers and members of Council
The chairman announced that the next order 
of business was the election of officers and mem­
bers of Council for the ensuing year.
Hilliard R. Giffen, chairman of the committee 
on nominations, presented the report.
Mr. Giffen placed in nomination Ralph E. 
Kent of New York for election as president. It 
was moved and seconded that the nominations be 
closed and that the secretary cast one ballot for 
the election of Mr. Kent. The motion was carried, 
the ballot was cast and Mr. Kent was declared 
duly elected.
The following members, proposed for the of­
fices of vice presidents and treasurer, were nomi­
nated by Mr. Giffen:
Vice Presidents 
W alter M. Baird, California 
Elmer G. Beamer, Ohio 
Paul Lambert, Jr., Washington, D.C.
Stanley J. Scott, Texas
Treasurer 
W alter E. Hanson, New York
It was moved and seconded that the nomina­
tions be closed and that the secretary cast one 
ballot for the election of the candidates named. 
The motion carried, the ballot was cast and the 
candidates were declared elected.
Mr. Giffen moved that the following be 
elected members of Council:
For Council members at large 
(Three-year terms)
Karney A. Brasfield, Washington, D.C.
9Gordon B. Ford, Kentucky 
Thomas J. Graves, California 
Walter J. Oliphant, Illinois 
W allace E. Olson, Illinois 
James P. Ould, Jr., Virginia 
Harry C. Zug, Pennsylvania
For Council member at large 
(Two-year term to fill vacancy)
George S. Olive, Jr., Indiana
For members of Council 
(Three-year terms)
Frank B. Hill, Jr., Alaska 
H. Vernon Blankenbaker, California 
James W . Porter, California 
Wilbur H. Stevens, California 
Herbert P. Schumann, Colorado 
James P. O ’Kane, Jr., Delaware 
William T . Barnes, Washington, D.C. 
Barney Bernstein, Florida 
Robert F. Stonerock, Florida 
Russel F. Viehweg, Idaho 
J. Ira Young, Illinois 
Homer J. Henning, Kansas 
Harold S. Dey, Louisiana 
Granville F. Atkinson, Maryland 
Roger Wellington, Massachusetts 
Wesley DeLong, Michigan 
Ralph J. Kliber, Michigan 
Richard H. Massopust, Minnesota 
Edward A. DeMiller, Jr., Mississippi 
Ray B. Lambright, Missouri 
Norman E. Auerbach, New York 
Albert H. Cohen, New York 
Herbert M. Mandell, New York 
H. George Trentin, New York 
Charles H. McAdams, North Carolina 
Richard W . Paddock, Ohio 
Richard C. Rea, Ohio 
Miles A. Hall, Jr., Oklahoma 
Sol J. Meyer, Oregon 
Norman E. Swanson, Oregon
H. Edward Brunk, Jr., Pennsylvania 
John L. Harvey, Jr., Pennsylvania 
John L. Moneta, Pennsylvania 
Philip Weiner, Pennsylvania 
Harold C. Wessel, Pennsylvania 
Rafael Babilonia-Llamas, Puerto Rico 
J. Kenneth S. Arthur, Texas 
Paul B. Tanner, Utah
William A. Old, Virginia 
Eugene M. Recknagel, Wisconsin
For members of Council
(One-year terms to fill vacancies)
Harry E. Ward, Texas 
John F. Berry, Indiana 
Robert Boyer, Massachusetts
The motion for election of the candidates 
named was put to a vote and carried, and the 
members were declared elected.
Election of committee on nominations
The chairman announced that the next order 
of business was the election of five members of 
the committee on nominations for the current 
year, stating that in accordance with the bylaws, 
the Council had elected Marvin L. Stone, Colo­
rado, and W . Douglas Sprague, New York, as 
the members of Council to serve on the nomi­
nating committee, the first named to serve as 
temporary chairman until the committee elected 
a permanent chairman. The following members 
—neither officers nor members of Council— were 
nominated:
Harry W . Bower, Florida 
LeVerne W . Garcia, California 
William R. Gregory, Washington 
William B. Nicol, Ohio 
Philip J. Sandmaier, Jr., Pennsylvania
It was moved and seconded that the nomina­
tions be closed and that the secretary cast one 
ballot for the election of the candidates named. 
The motion carried, the ballot was cast and the 
members named were declared elected.
Address by Dr. Ezra Solomon
At the invitation of the chairman, Dr. Ezra 
Solomon, consulting economist to the Institute, 
addressed the members.
Revision of bylaws
The chairman presented for discussion the 
proposed general revision of the bylaws. The 
proposed bylaws, which had previously been ap­
proved by Council, will be sent to all members 
for a mail ballot.
Adjournment
The meeting adjourned sine die at 12 noon.
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K lein, H i n d s &  F i n k e
Certified Public Accountants
6 0  EAST 42 nd STREET
N e w  Y o r k
To the Members of the American Institute 
of Certified Public Accountants:
We have examined the statements of assets, liabilities
and fund balances at August 31, 1968, of the American Institute of 
Certified Public Accountants, the American Institute of Certified 
Public Accountants Foundation, the American Institute Benevo­
lent Fund, Inc., and the Accounting Research Association, Inc., 
and the related statements of income and expense and fund 
transactions for the year then ended. Our examination was made 
in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary in 
the circumstances.
In our opinion, the accompanying statements of assets, 
liabilities and fund balances and of income and expense and fund 
transactions present fairly the financial position of each of the 
aforementioned organizations at August 31, 1968, and the results 
of their operations for the year then ended, in conformity with 
generally accepted accounting principles applied on a basis con­
sistent with that of the preceding year.
OCTOBER 3 ,  1 9 6 8
STATEMENTS OF ASSETS, LIABILITIES AND FUND BALANCES
AUGUST 31, 1968 AN D  1967
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
GENERAL FUND 
ASSETS
1968 1967
Cash ....................... ............................................................................................................  $ 352,323 $ 257,150
Marketable securities, at cost (quoted market 1968— $3,130,002; 1967—
$2,586,983) .................................... ........................................................................... 3 ,19 8 ,117  2,670,324
Accounts receivable (less allowance for doubtful accounts 1968— $1,445; 1967
— $4,000) ............................................. ..................... ..... .................................. ....  415 ,840  246,060
Inventories, at cost .......................................................................................................... 135,258 105,301
Due from Accounting Research Association, Inc. ........................................................ 9 ,388
Due from American Institute of Certified Public Accountants Foundation .............  11,341
Prepaid expenses ............................ ................................................................. .............. 28,701 33,154
Furniture and equipment, at nominal v a lu e ... .............................................................  1 1
Total assets..................................................................................  $4 ,139,628 $3,323,331
LIABILITIES AND FUND BALANCES
Liabilities:
Note payable in $5,000 semi-annual installments .............................................  $ 4 5 ,0 00  $ 55,000
Other p a y a b le s................................................................... ......................... ..............  631,823 386,858
Dues collected in a d v a n ce .........................................................................................  1 ,871,475 1,123,683
Unearned subscriptions and advertising ............................................................ .. 497,588 466,711
Advance annual meeting registration fees ...................................................... ...... 56,3 49  86,409
Due to Elijah Watt Sells Scholarship Fund ......................................... .............. ....  265 118
Total liabilities ...........................................................................  $3 ,102,500 $2,118,779
General Fund Balance:
Appropriated for contingencies ................................................................................ $1 ,0 00,000  $1,000,000
Income retained for working capital .....................................................................  37 ,128 204,552
Fund balance .............................................................................  $1 ,037 ,128  $1,204,552
$4,139,628 $3,323,331
ENDOWMENT FUND
Assets:
Cash ........................................................................................ ......................... ............  $ 120 $ 1,886
Marketable securities, at cost (quoted market 1968— $651,119; 1967—
$617,893) ........ ...................................................................................................... 592,142 572,285
Library books, furniture and equipment, at nominal v a lu e ................................... 1 1
Total assets............................................................ ...................... $  592,263 $ 574,172
Liabilities:
Accounts payable .................................... .......................................................... .......  762
Fund balance ... .........................................................................  $ 591,501 $ 574,172
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STATEMENTS OF ASSETS, LIABILITIES AND FUND BALANCES
AUGUST 31, 1968 AND 1967
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
ELIJAH WATT SELLS SCHOLARSHIP FUND
Assets:
Marketable securities, at cost (quoted market 1968— $5,717; 1967-
$5,775) _________________________ _______ _______________________
Due from General Fund---------------------------- ---------------------- -------------------------
Fund balance ..................................... .....................................
NOTES TO FINANCIAL STATEMENTS
Note (1)
The annual rental under a lease for office space expiring in 1978, is approximately $325,000 plus escalation charges, 
if any, for increased real estate operating costs. Rent charged to expenses during the fiscal year ended August 
31, 1968, was $358,079.
Note (2)
The Institute has a retirement plan covering a majority of employees. Charges to expenses relating to the plan 
amounted to approximately $229,000 and $91,000 in the fiscal years ended August 31, 1968, and 1967, respec­
tively. Increased pension costs during the fiscal year ended August 31, 1968, resulted principally from plan amend­
ments increasing certain pension benefits. Although contributions to the plan may be terminated by the Institute at 
any time, it is the Institute’s policy to fund pension costs accrued. At August 31, 1968, $148,871 is included in 
other payables for payments due under the plan. The currently estimated amount required to complete the funding 
of past service costs under the plan is approximately $375,000.
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
STATEMENT OF CHANGES IN FUND BALANCES
YEAR ENDED AUGUST 31, 1968
Elijah 
Watt Sells
Endowment Scholarship
Balance, September 1, 1 9 6 7 ............ .............................
Excess of expenses over income------------------------ ------
Gain on sale of securities ............... ..............................
-----------------
$1,204,552
167,424
$ 5 7 4 ,1 7 2
17,329
$  4,773  
(350)
Balance, August 31, 1968 ....... ----------------- $ 1 ,0 3 7 ,1 2 8 $ 5 9 1 ,5 0 1 $ 5,123
1968 1967
$ 4,858 $ 4,655
265 118
5,123 $ 4,773
STATEMENTS OF INCOME AND EXPENSE
YEARS ENDED AUGU ST 31, 1968 AND 1967
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
INCOME
1968
Membership dues ...................................................... .................................................... $2,061,641
Investment and sundry incom e................................ ........ ........................... ................  144,481
General income ....................................................... ................  $2 ,206,122
Loss from revenue producing activities:
CPA examinations, Journal of Accountancy, Management Services magazine,
Professional Development courses, sale of technical publications:
Costs (including salaries and overhead allocated) .....................................  $3 ,9 83 ,697
Gross income ..................................................................................................... 3 ,88 5,609
Loss from revenue producing activities........................ ............................  $ 98,088
Total ..........................................................................................  $2,108,034
EXPENSES OF OTHER ACTIVITIES AND PROJECTS
Direct service to members:
CPA, membership directory, technical publications, library, communications
with members, annual meeting............................................................... ................  $ 605 ,907
Maintenance of professional standards:
Accounting research (see special credit), auditing procedure, ethics, personnel
recruiting ............. .................. ............................................................ ........................ 945,793
Relations with state societies .................................................................................... 140,616
External relations:
Federal government, federal taxation, aids to education, universities and other
outside gro u ps....................................................................................... ..................... 561,804
Internal affairs:
Council and committees (including executive committee), maintenance of
membership.................................................................... ............................................  375 ,309
Total expenses of other activities and projects........ ............... $2 ,629,429
Excess of expenses over income, before special c re d it............................................  $ (521,395)
Special credit— reimbursement for accounting research program:
American Institute of Certified Public Accountants Foundation .........................  $ 295,000
Accounting Research Association, Inc................................................ ..................... 58,971
$ 353,971
Excess of expenses over income (transferred to Income Retained for Working
Capital) .......................................................................................................................  $ (167,424)
1967
$1,937,167
225,005
$2,162,172
$3,229,526  
2,939,948  
$ 289,578  
$1,872,594
$ 616,720
741,060
126,042
4 67,966
347,134
$2,298,922
$ (426,328)
$ 276,885
$ 276,885  
$ (149,443)
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STATEMENTS OF ASSETS, LIABILITIES AND FUND BALANCE
AUGUST 31, 1968 AND 1967
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS FOUNDATION
ASSETS
1968 1967
C ash_________________________________ ___________ _____________________ ________ $ 1,093 $ 3,283
Marketable securities, at cost (quoted market 1968— $114,528; 1967—
$400,269) ...................................................................................................................... 112,479 407,694
Accrued interest on securities purchased ....................................................- ............ — ___________  4 ,7 0 5
Total assets .................................................................................................. $ 113,572 $ 415,682
LIABILITIES AND FUND BALANCE
Liabilities:
Due to American Institute of Certified Public Accountants General Fund.........  $ $ 11,341
Fund balance:
Accounting research program ....................................................................................
Library (including permanent capital of $2,747) .......................................... .......
Fund balance ...............................................................................
$ 12,947 $ 303,716
100,625 100,625
$ $ 404,341
$ 113,571 $ 415,682
STATEMENTS OF CHANGES IN FUND BALANCE
YEARS ENDED AUGUST 31, 1968 AND 1967
Revenues:
Income from securities, less custodian fees ...........................................
Gain (loss) on sale of securities --------------------------------------------------
Contributions received for support of accounting research program 
Total .......................................... ..................................
$ 14,725  
(7,009) 
515  
$ 8,231
$ 27,677  
7,742
$ 42,214
Expenses:
Contributions to American Institute of Certified Public Accountants:
For library expense.......................................... ....................................
For costs of accounting research program .....................................
Stationery, postage and other expenses...............................................
Total .......................................... ................................
Net (decrease) in fund
Fund balance, beginning of y e a r ..................
Fund balance, end of ye a r...............................
$ 4,000  
295,000
$ 299,000  
$ (290,769)
$113,572
$ 4,000  
276,885
$  280,912  
$ (238,698) 
643,039  
$ 404,341
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AMERICAN INSTITUTE BENEVOLENT FUND, INC.
STATEMENTS OF ASSETS AND FUND BALANCE
AUGUST 31, 1968 AND 1967
1968 1967
Assets:
Cash ..................................... ...........................................................................................  $ 7,762 $ 7,904
Marketable securities, at cost (quoted market 1968— $538,901; 1967—
$524,527) .................................................................. ..............................................  471,670 501,291
Accrued interest receivable ........................................................................................ 134
Fund balance ............................................................. ................. $ 479,432
STATEMENTS OF CHANGES IN FUND BALANCE
YEARS ENDED AUGUST 31, 1968 AND 1967
Revenues:
Contributions........................................................ .............. ...........................................  $ 175 $ 372
Income from investments .............................................................................................. 17,390 20,205
Gain (loss) on sale of securities..................................... . ........................................  (9,080) 13,690
Sundry income ............................................................. ...............................................  75  225
T ota l................................................................................................ $ 8,560 $  34 ,492
Expenses:
Assistance to members ................................................................................................ $ 37,315 $ 31,956
Stationery, printing and other expenses...................................................................   1,142 886
T ota l................................................................................................................ $  $  32,842
Net increase (decrease) in Fund................................................................ $ (29,897) $ 1,650
Fund balance, beginning of y e a r..................................... .............................................. 509,329 507,679
Fund balance, end of y e a r................................................................................................................ $ 479,432
NOTE—The Harold Burton Hart Fund represents 36.6% of the Fond balance at August 31, 1968, and 1967.
ACCOUNTING RESEARCH ASSOCIATION, INC.
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE
AUGUST 31, 1968
Assets:
Cash .................................................................. - ........................................................................................... $ 7,707
Marketable securities at cost (quoted market $2 91 ,5 00 )............. .....................................................  291,000
Receivables ................................................................................................................................................... 3,737
Total assets.............................................  ......................... ......................................... $302,444
Liabilities:
Due to American Institute of Certified Public Accountants..................................................................  $ 9,388
Dues paid in advance ...............................................................................................................................  13,144
$ 22,532
Fund balance .................................................................. ................................................................................ $279,912
(See page  16 fo r  S ta tem en t o f  Change in  Fund Balance)
$302,444
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ACCOUNTING RESEARCH ASSOCIATION, INC.
STATEM ENT O F C H A N G E  IN FUND BALANCE
YEAR ENDED A U G U S T  31, 1968
Revenues:
Dues ......................... .................................................................................................................................................  $353,416
Income from securities--------------------------------------------------------------------------------- --------------------- ----------------------------------  8 ,9 4 4
Total _________________________________________________________________________  $362,360
Expenses:
Accounting research program --------------------------------------------------------------------------------------------------------------------------  $. 58,971
Legal fe e s _______________________________________________________________________________________  1,800
Membership promotion --------------------------------------------------------------------------------------------------------------------------------------- . 15,479
Special reports to m em bers-------------------------------------------------------------------------------------- ----------------------------------------  4 ,2 3 4
Stationery, supplies and s u n d ry -----------------------------------------------------------------------------------------------------------------------  1 ,964
$ 82,448
Fund balance, end of y e a r ............................................................................. ..........................................................  $ 279,912
t h e  C P A .
Th e CPA Is the membership bulletin of the Ameri­
can Institute of Certified Public Accountants, Inc. 
666 FIFTH  AVENUE, NEW YORK, N. Y. 10019
Second class postage paid at New York, N. Y.
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Highlights of the CPA Computer Users Conference
At the Fourth Semiannual Conference of CPA Computer Users, held in 
Washington, D.C., on November 12-13, more than 150 CPAs heard addresses 
by AICPA Executive Vice President Leonard M. Savoie, former IRS Commis­
sioner Mortimer M. Caplin, currently a partner in the law firm of Caplin and 
Drysdale, and IRS Deputy Assistant Commissioner (Data Processing) Garrett 
DeMots.
There were also talks by representatives from education and from the legal 
and accounting professions, as well as four panel discussions, a time-sharing 
demonstration, and "person-to-person” orientation sessions for CPAs who are 
considering EDP activities and for those who are currently involved with EDP.
At the November 12 luncheon Mr. Caplin discussed "Computers, the IRS 
and the Tax Practitioner” and on the following day Mr. Savoie spoke on "The 
Public Interest Aspects of the Performance of Computer Services by CPAs,” 
and Mr. DeMots talked on "The IRS System —  Today —  Tomorrow —  and 
You.”
The use of remote access devices, including time-sharing, as a means of 
harnessing the power of the computer for more effective service to clients was 
discussed on November 12 by a group of panelists moderated by Jerome Farmer 
of J. K. Lasser & Co. This is a newly developing technique which can be used 
successfully by smaller CPA firms. Later that evening Donald Adams and 
Nicholas Baumkirchner, both of Peat, Marwick, Mitchell & Co., presented a 
live demonstration illustrating the use of audit techniques via time-sharing.
Other panel discussions covered the following topics: "Accounting, Audit­
ing, the Computer and You,” "Approaching the Use of EDP in the Smaller 
Accounting Practice” and "A Program of Education for the CPA in the Com­
puter Era.”
A special half-day "Workshop in Computer Auditing,” which preceded 
the conference on November 11, was attended by 88 CPAs.
The Fifth Semiannual Conference of CPA Computer Users will be held in 
Chicago on May 20-21, 1969.
Special PD seminar on legal liability is slated for January 8  in New York
Members who are concerned about the implications of the recently publicized 
court cases involving the CPA’s legal responsibility for financial information 
presented by corporations will have an opportunity to attend a seminar on the 
subject at New York City’s Commodore Hotel. The seminar, entitled "Account­
ants’ Legal Liability,” will be presented ( continued on page 4)
from the President 
RALPH E. KENT
Permissive incorporation: yes or no?
Twice within the past five years the executive 
committee has studied the question as to whether 
members should be permitted to practice public 
accounting in corporate form. The more recent 
study is still in progress.
Rule 4.06 of our Code of Professional Ethics 
now prohibits practice in corporate form. It 
reads:
"A member or associate shall not be an officer, 
director, stockholder, representative, or agent of 
any corporation engaged in the practice of public 
accounting in any state or territory of the United 
States or the District of Columbia.”
The first study was made by an ad hoc com­
mittee chaired by Thomas D. Flynn. In January 
1964 it reported: " . . .  the committee is convinced 
that, in the long-range interests of the accounting 
profession as a whole, the Institute should main­
tain its present position.” In reaching its conclu­
sion the committee was influenced considerably 
by the negative views of a public relations firm 
which had been asked to consider the public 
opinion aspects of incorporating CPA firms.
The current reappraisal is being made by an 
ad hoc committee of which Matthew F. Blake is 
chairman. It was undertaken primarily at the ini­
tiative of our immediate past president, Marvin 
L. Stone, who has advocated the right to prac­
tice accounting in corporate form in numerous 
talks and writings.
The committee reports a particular point of 
concern in reaching agreement on whether or 
not to recommend modification or repeal of Rule 
4.06, or no change. This concern is whether pub­
lic attitudes toward the profession might be ad­
versely affected. One committee member states 
his view in this way, "Repeal is likely to be tan­
tamount to resignation from the professional 
community.”
While consideration has been given to the tax 
and liability advantages and disadvantages of 
practice in corporate form, the committee has 
also focused attention on a point of principle. 
This is the question as to whether the prohibition 
in the Code against corporate practice constitutes 
an unwarranted restraint upon legitimate free­
dom of action of Institute members.
If the ad hoc committee were considering this 
question in the abstract, it might well conclude 
that such prohibition is an unwarranted restraint. 
It can be argued, with merit and vigor, that there 
is no logical justification for approving the prac­
tice of accounting in partnership form and dis­
approving its practice in corporate form. Appro­
priate statutory and professional safeguards 
surely could be established to protect the public 
against misuse of the privilege to practice in 
corporate form.
But this is not Day 1 of our profession. W e are 
long past the stage of drafting our first Code of 
Professional Ethics. Instead, we are considering 
whether the existing Code should now be 
amended. Prudence requires us to give due con­
sideration to whether the profession’s hard- 
earned reputation might be impaired by public 
misunderstanding of why we may see fit to 
amend or repeal a professional canon of long 
standing.
Would business executives, credit grantors, 
lawyers, educators, government officials— and 
all others whose opinion of us is important—  
conclude that our only motive is our own eco­
nomic interest? Would they conclude that we 
are unduly concerned with obtaining more fa­
vorable tax benefits ( continued on page 7)
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3CPAs urged to use title on tax forms
CPAs should identify themselves as such 
wherever their occupations are requested on tax 
returns for 1968. This is to help the Internal 
Revenue Service implement a new program 
which will list income figures for CPAs as a 
separate category in IRS publications on statis­
tics of income. The 1968 statistics will first be­
come available in published form in the fall of 
1970.
Until now CPAs’ earnings have been included 
in IRS-prepared statistics under the "Account­
ants, Auditors, Bookkeepers” category, which 
has consistently been at the bottom of the earn­
ings charts.
In a letter to the Institute— which has been 
urging that such a change be made— Albert W . 
Brisbin, IRS Assistant Commissioner (Planning 
and Research), said the IRS "will begin with
1968 tax year returns for both proprietorships 
and partnerships to identify this group [CPAs] 
separately from the auditing, accounting and 
bookkeeping services group.”
The most important advantages of a separate 
listing for CPAs are the effects it could have on 
prestige and recruiting. It is especially impor­
tant that students seeking information about the 
earnings potential of the various professions be 
presented with realistic information. At present, 
such information is distorted by the fact that 
CPA income is lumped together with that of 
bookkeepers and others whose earnings are con­
siderably less than those of CPAs.
Our renders write: on 
"sound" vs. "generally accepted"
The article by Marvin L. Stone in the Sep­
tember issue of The CPA is interesting. I differ 
with his comments entitled "soundness vs. gen­
eral acceptance.”
The best illustration I can give of the choice 
between soundness and general acceptance is the 
conflict arising when this country was dry; at 
least we had prohibition— and lots of liquor. I 
think prohibition was sound; probably better 
health was enjoyed by people who observed it. 
However, it was worked against and violated. 
It was not "generally accepted” and finally was 
repealed.
Our own Constitution had to be "generally
accepted” and was the result of compromise and 
majority vote.
I do not think a dictatorship set up by the 
Accounting Principles Board is the solution. The 
accountants are going to find themselves rejected 
by some highly intelligent businessmen and in­
vestors who do, and should, have a strong hand 
in agreeing to general acceptance of any prin­
ciple widely affecting them. (I  am talking of 
honest, sincere businessmen now, not the occa­
sional sharp operator).
There, of course, is an avenue open to us 
which now applies to many industries and pro­
fessions, including banks and railroads. W e can 
join with the government in having laws passed 
which will rigidly control us and businesses in 
their accounting practices. This rigidity I think 
would cause the greater harm.
I agree that "generally accepted auditing 
standards” or "generally accepted accounting 
principles” should be sound. However, any time 
we— or the government— dictate rigid stand­
ards, the profession and business will suffer 
grave damage.
C. C. Gabrielson, CPA 
Los Angeles, California
During the past year I have read with interest 
Marvin Stone’s messages in The CPA, and I 
want to make particular comment about his col­
umn in the September issue.
I am happy to see him take a position on the 
issue of the term "generally accepted auditing 
standards.” I think it is high time that the lan­
guage of the standard short-form opinion be 
challenged, and I support him wholeheartedly 
on his suggestion that the phrase in question 
be replaced with the words "sound auditing 
standards.”
Irving Hoffbauer, CPA 
Des Moines, Iowa
Erratum
Frank B. Hill, Jr., of Alabama, who was 
elected to a three-year term as a mem­
ber of Council at the AICPA annual 
meeting in October, was erroneously 
listed in the minutes of the annual busi­
ness meeting (The CPA, Nov. 68, p. 9) 
as being from Alaska.
4State society executives discuss improvements in budgets, PD and EDP
The ways state CPA societies can improve their 
operations and keep up in a world of change 
were the overall themes of the meeting of state 
society executives in Washington, D. C., October 
11-12, the Friday and Saturday preceding the 
AICPA’s 81st annual meeting. In attendance 
were 31 executive directors and secretaries.
Of particular significance was the presentation 
on Saturday morning of the results of an operat­
ing budget survey of state societies that was con­
ducted last summer by the AICPA’s state society 
relations staff with the assistance of Ernst & 
Ernst. This was the first study of state society 
operating costs ever undertaken.
Forty-eight of the 53 state societies returned 
the questionnaire, which requested from each so­
ciety a statement explaining the sources and allo­
cation of its funds.
The questionnaire, prepared by Ernst & Ernst, 
is basically a chart of accounts which societies can 
use in preparing their budgets.
The presentation at the meeting was made by 
Gordon Tasker, a member of the AICPA state 
society relations committee, and Robert Hup­
pelsburg, Manager of E&E’s Trade Association 
Department.
Following the report on the operating budget 
survey, Victor A. Fieldmiller, Executive Director 
of the Ohio Society, gave a slide presentation on 
recent modifications in budgetary practices of the 
Ohio Society.
At the Saturday morning session, the AICPA 
director of professional development, Robert 
Schlosser, spoke on "A Climate for Columbus” 
and the director of the AICPA Washington of­
fice, Lyman Bryan, discussed "Accountants and 
Government.” Dr. Schlosser stressed the impor­
tance of developing a "climate”— both in the 
educational world and in the profession’s PD 
programs— that encourages innovation.
To illustrate how PD is working to achieve 
such a climate, Dr. Schlosser played one of the 
CPAudio tapes that were developed jointly by the 
California Society and the AICPA (for full story 
on the recordings, see the October CPA, p. 12).
In the Saturday afternoon session on "Auto­
mating Association Records,” W illiam H. 
Quimby, Executive Director of the Texas Society 
of CPAs, explained how that society had auto­
mated its records, and William Brownlee, Mar­
keting Representative of IBM ’s Washington 
Commercial Division, explained what hardware 
is available and the costs of installation and 
operation.
The all-day Friday workshop on "The Art of 
Motivation” was conducted by Dr. G. Herbert 
True, a psychologist, who spoke on the place of 
the state society in the changing trends of the 
world today.
PD seminar ( from page 1)
by the AICPA professional development division 
on January 8.
During the morning session, three attorneys 
who have been closely associated with major 
cases involving CPAs will discuss the implica­
tions of these cases. The background and signifi­
cance of the Continental Vending, BarChris and 
Otis McAllister cases, as well as several impor­
tant though less publicized lawsuits, will be cov­
ered by the following panelists:
• David Isbell, a partner in the Washington, 
D.C., law firm of Covington & Burling, AICPA’s 
legal counsel, whose subject will be "Continental 
Vending— Its Implications for the Professional.”
• Victor M. Earle, III, general counsel to 
Peat, Marwick, Mitchell & Co. with responsibil­
ity for the firm’s legal affairs, who will discuss 
"1968— A Year of Ferment in Federal Securi­
ties Laws: A look at Texas Gulf, BarChris, Law 
Research and Merrill Lynch.”
• Thomas W . Hill, Jr., a partner in the New 
York law firm of Spear and Hill, whose topic 
will be "A Further Look at the Year of Ferment.”
In the afternoon, John S. Schumann, a partner 
in the New York office of Haskins & Sells and 
chairman of the AICPA committee on account­
ants’ legal liability, will talk on "A CPA Action 
Plan.” He will suggest steps a CPA firm can take 
to avoid becoming involved in legal liability law­
suits.
The remainder of the program will be devoted 
to a discussion of participants’ specific questions 
on legal liability.
AICPA Executive Vice President Leonard M. 
Savoie will be moderator for the seminar.
Registration should be received by the AICPA 
professional development division no later than 
January 3. The fee: $75 per person, which in­
cludes cocktails and lunch.
from  the Executive Vice President 
LEONARD M. SAVOIE
Marketing Myopia
The title of this piece* is taken from Professor 
Theodore Levitt’s classic article of that name 
which appeared in the Harvard Business Review 
a few years ago. His theme was that short-sighted 
managements have often failed to define their 
industries in a way to assure their companies’ 
growth. Some industries were product-oriented 
rather than consumer-oriented. For example, 
railroads stopped growing because they were 
railroad-oriented and not transportation-oriented. 
Hollywood barely escaped oblivion when TV 
took over because the film companies saw their 
business as movies instead of entertainment. The 
oil industry, although still strong, was in danger 
of retrogressing because of defining its business 
as oil instead of energy. In a very similar sense, I 
think that the accounting profession is in serious 
danger of suffering from marketing myopia.
Too many CPAs think of their practices as 
serving the managements of their clients by mak­
ing audits and preparing tax returns. This atti­
tude, in the present environment, is almost cer­
tain to impair the growth of the profession— and 
possibly even to lead to its early demise as a true 
profession. (Accountants might still make a liv­
ing from a service business without assuming pro­
fessional responsibility.) For it is becoming in­
creasingly apparent that the CPA is expected to 
provide to the public a full range of accounting 
services based on high professional standards. 
The public interest has become the dominant 
factor in the professional practice of accounting. 
An accountant who thinks merely in terms of 
providing a company’s management the same 
old audit based on the same old loosely defined 
practices is product-oriented. Unfortunately, his 
product is obsolete. It and old rules are not good 
enough to satisfy the public.
Without question, the accounting profession 
has been led by men of vision who have brought 
it to a position of great stature and prestige. But 
this position cannot be sustained unless the pro­
fession is responsive to the winds of change 
which are blowing strongly and steadily through­
out the land.
* Based in part on Mr. Savoie’s report to Council at the AICP A  
annual m eeting in Washington, D.C.
The public interest is inherent in almost all 
the CPA does. It is most widely observed in the 
field of auditing, where third party reliance has 
long been recognized as involving special re­
sponsibilities. Nevertheless, too often auditors 
have not really thought of third parties as their 
clients, but have considered the client to be cor­
porate management. Many cling to this view in 
the face of a wave of publicity demonstrating 
demand for a broader concept of public respon­
sibility and despite court decisions which hold 
auditors to ever higher standards.
Myopia in the accounting profession can occur 
at two levels— at the practice level and the pro­
fessional organization level. While it is impor­
tant for individual CPAs and accounting firms 
to become consumer-oriented, it is even more 
essential that the professional organization re­
spond to the public expectations. An organiza­
tion that is not willing to raise professional 
standards in response to demonstrated needs 
must then defend the status quo. It thus becomes 
a kind of pressure group striving for the con­
tinuation of inadequate practices.
The public also has a real interest in CPA 
services other than auditing, but this has not 
often been identified. More often than not the 
position is taken that, except in the auditing 
area, the CPA practicing public accounting 
should be concerned only with the needs of client 
management and should be a strong advocate of 
management’s interests.
For example, it is widely taken for granted 
that the CPA is an advocate in his tax practice. 
Yet the public interest in the tax services CPAs 
provide is becoming more and more apparent. 
In order to justify our claim to professional 
status, overall standards, applicable across the 
board, are necessary. The public is skeptical of 
double standards, one proclaiming independ­
ence, the other encouraging advocacy. It is not 
good for the CPA to be known only as an expert 
who will minimize his client’s taxes. It is impor­
tant for him to become known as a professional, 
living up to standards which command the re­
spect of the government and the public, as well 
as the taxpayer.
In the area of management services, the CPA 
can hold himself out ( continued on page 6)
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6as an expert technician who can install a money- 
saving system, or he can take a broader view and 
become known for the professional quality of his 
objective advice. It has become popular to suggest 
a conflict of interest in performing management 
services and expressing an opinion on financial 
statements for the same client. The independence 
of the auditor is sometimes questioned if he has 
done management service work. An investigation 
by a high-level Institute committee failed to dis­
close evidence of such a conflict, but that doesn’t 
mean that public opinion will be changed by our 
assertions that no conflict exists. I believe it is 
preferable for the CPA to be aggressive in dem­
onstrating independence and objectivity by the 
manner in which he performs all of his services. 
If this is impossible, perhaps the proper scope 
and role of the CPA in the several areas of prac­
tice should be reappraised.
A large part of audit work is no different from 
tax and management services work, in that it is 
designed to save money for clients— not only 
managements, but the stockholders and third 
parties also. Certainly, services which are de­
signed to improve efficiency and economy in the 
operations of a business are in the interest of 
stockholders, investors, credit grantors and all 
concerned. Efforts to help in this regard are not, 
per se, incompatible with independence and ob­
jectivity in reporting on financial representations.
The record of the accounting profession up to 
now has been good on the whole, but it is not all 
that it should be. In the area of accounting and 
auditing, tremendous effort has been devoted to 
the development of standards: APB Opinions
Institute rents new quarters for 
grading of CPA examinations
Grading of the November 1968 Uniform 
CPA examination is taking place at new 
quarters. Space for the grading, heretofore 
provided at Institute Headquarters, 666 
Fifth Avenue, New York City, has been 
rented at 1700 Broadway at 53rd Street.
The new quarters will also be available 
for professional development classes and 
meetings. Accounting firms have been noti­
fied that the space may be rented when not 
otherwise in use.
and Statements on Auditing Procedure have 
gone a long way toward elevating professional 
practices. Yet these efforts are not as extensive 
or as expeditious as they must be, if the profes­
sion is to become consumer-oriented and fulfill 
the role that is expected of it. The financial press 
keeps telling us where our deficiencies lie and 
courts are establishing rules by hindsight where 
professional standards have not been enunciated. 
If we are to overcome myopia in this area, we 
will have to face the facts squarely. This will 
spur us to improve standards at an accelerated 
pace.
A strong element of our professional stand­
ards is the Code of Professional Ethics. Self- 
discipline is vital to the survival of any profes­
sion. No group can aspire to professional status 
without having ethical rules and means of en­
forcing them.
Our professional standards have mainly been 
directed to accounting and auditing. But we have 
made a start also in taxes and management serv­
ices. This start is none too early— standards in all 
areas will have to be raised if we want to main­
tain and extend the scope of the profession’s 
practice. The committee on federal taxation has 
made an excellent beginning with its series of 
Statements on Responsibilities in Tax Practice. 
This is a very commendable program which, I 
believe, is essential to the continued development 
of tax service as a part of professional account­
ing practice. If tax work cannot be done under 
professional standards, a serious question arises 
as to whether it is an appropriate part of a true 
professional practice.
As proposed standards impose increasing re­
sponsibilities on our members, it is likely that 
there will be difficulty in getting the necessary 
votes for enactment. Thus, we are beginning to 
see symptoms of myopia in the form of opposi­
tion to elevation of standards. Similar obstacles 
have become widely publicized in the develop­
ment of accounting principles. Yet if we don’t 
discipline ourselves, someone else will do it, or 
we shall lose professional status.
In the management services area, we are still 
further away from development of professional 
standards. Here it has taken years to gain agree­
ment on statements on management services 
practice, even for exposure. Soon though, there 
will be exposed the first two statements, one on 
the broad general nature of management services
7practice, and the other on competence. These 
are only first steps and they are sorely needed; 
it has been exceedingly difficult to make even 
this much progress.
Professional standards should be enacted only 
after careful consideration by responsible repre­
sentatives of all segments of the profession. But 
there should be a greater facility in coming to 
agreement on what standards are needed, and 
how existing standards can be improved. Minor­
ity views are expected, and indeed they are need­
ed, if for no other reason than to test the merit 
of majority positions.
But James Reston’s recent New York Times 
column entitled "The Tyranny of Minorities” 
demonstrates the adverse effects of control by 
minorities. He cited a small minority which 
closed the public schools of New York, a mili­
tant minority which halted registration at Co­
lumbia University, a third making shambles of a 
Brooklyn welfare agency, a fourth howling down 
Vice President Humphrey and Senator Edward 
M. Kennedy in Boston, and still another block­
ing the confirmation of Associate Justice Fortas 
as Chief Justice o f the Supreme Court. He went 
on to cite the danger "that this tyranny of the 
minority will in turn lead to a tyranny of the 
majority and to extreme repressive measures, 
which will not lead to either order or reconcilia­
tion, but to more disorder and division.”
Unless the accounting profession can escape 
the tyranny of its minorities and move ahead 
faster in the development of professional stand­
ards, it stands in great danger of suffering de­
cline from a severe case of myopia.
Kent (from page 2 )
for ourselves? Would they consider it morally 
wrong for professional accountants to have some 
limit on their legal liability short of their personal 
net worth?
These are questions which concern the ad hoc 
committee. The search for answers has prompted 
the excellent article by Stewart Schackne which 
appears in this month’s issue of The Journal of 
Accountancy. W e hope you will ponder these 
questions as you read the article and as you re­
spond to the invitation to express your opinion. 
The ad hoc committee would like to have the 
views of members on these and other questions 
relating to permissive incorporation.
State Society Planning Conference 
meets in New Orleans
A planning conference for executive secre­
taries and presidents of state CPA societies was 
held in New Orleans on November 21-23, as this 
issue of The CPA was going to press. Topics 
covered included state society administration, 
long-range planning, and the state society’s role 
in such professional matters as education, pub­
lic relations, civic responsibility and legal lia­
bility. The conference began with a reception and 
dinner on the evening of November 21.
Full coverage of the conference will appear in 
the January 1969 CPA.
Summary of CPA laws and 
regulations is available
The 1968 revision of a publication summariz­
ing the principal legal requirements that govern 
the issuance of CPA certificates by the 53 jurisdic­
tions has just been published by the U.S. Army 
Audit Agency in co-operation with the American 
Institute of CPAs.
Entitled Provisions in CPA Laws and Regula­
tions, it is designed specifically for persons in­
terested in becoming CPAs. According to the 
preface, the booklet "does not replace the laws 
themselves, nor enable a person interested in ap­
plying for a CPA certificate to avoid consulting 
the appropriate law of the state by which he 
hopes to be certified, or the board upon whose 
recommendation or by whose authority the cer­
tificate will be issued.”
The 79-page booklet includes information on 
the following subjects by jurisdiction:
• Citizenship, residence and age requirements
• Education and experience requirements
• CPA examination conditioning provisions
• Examination and certificate fees.
Two appendixes cover the types of experience 
accepted and a further summary of education and 
experience provisions.
In addition, there is a listing of all secretaries 
of accountancy boards.
The publication may be obtained for $1 by 
writing to the U.S. Government Printing Office, 
in Washington, D.C.
8IRS answers Institute query on reproduction of color Form 1040
The IRS has announced (IR-940, October 11, 
1968) that Form 1040 for 1968 will be printed 
in two colors, red type on an overall blue and 
white format. In addition, as an experiment, five 
million taxpayers in the North Atlantic Region 
will receive their two-color 1040s printed on a 
pale blue background with white areas where tax­
payers are to provide information.
In response to membership concern, the Insti­
tute’s Tax Division questioned the Service re­
garding:
1. Whether the Service would require that 
photocopies reproduce the colored inks (and 
colored paper in the North Atlantic Region) and
2. Whether the colored ink forms would re­
produce at all on typical photocopy equipment.
The following reply to these questions was 
received from James N. Kinsel, Chairman, Tax 
Forms Co-ordinating Committee, IRS National 
Office:
"First, while the Service will greatly appreciate 
the use by practitioners of the preaddressed mail 
package forms, it would certainly not expect that
photocopies reproduce colors. It is interesting to 
note in this connection, however, that copying 
equipment with color reproduction capabilities 
will be available in the not-too-distant future. 
Second, please be assured that we tested repro­
duction of the colored ink forms on a great variety 
of copying equipment and found that the blue 
tint background faded out entirely and that the 
blue and red ink print reproduced a clear black 
and white.
"In any event, as in prior years, we are printing 
an adequate supply of separate copies of the 1040 
forms and schedules, using black ink and white 
paper. Should any reproduction problems arise, 
practitioners will be free to use black and white 
forms. Use of the preaddressed label on these 
forms will, of course, be helpful.”
On November 4, 1968, the Service published 
Revenue Procedure 68-36, 1968-45 IRB 26, re­
garding reproduction requirements of certain re­
turns. The procedure specifically states that re­
productions of the 1968 Form 1040 do not have 
to conform to the color of the official form and 
that they may be in black ink.
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